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BEFORE THE

I LLINO S COMVERCE COW SSI ON

IN THE MATTER CF:

NORTH SHORE GAS COVPANY

)

)

)

)

Proposal to inplenment Riders SVI )
and AGG and revise Rider 2, Terns )
and Conditions, and Table of )
Contents. (Tariffs filed on )
May 16, 2001.) )
)

THE PEOPLES GAS LI GHT AND COKE )
COVPANY )
)

)

Proposal to revise Riders SVI, AGG)
Rider 2, Ternms and Conditions and )
Tabl e of Contents (Tariffs filed on)
May 16, 2001.) )
Chicago, Illinois

Cct ober 23, 2001
Met pursuant to notice at 9:30

BEFORE:

MR WLLI AM SHOMI S and MR SHERW N ZABAN,

Adm ni strative Law Judges.

No. 01 -0469

No. 01 -0470
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APPEARANCES

M5. MARY KLYASHEFF
130 East Randol ph Drive, 23rd Fl oor
Chicago, Illinois 60601

Appearing for North Shore & Peopl es;

M5. KAREN M HU ZENGA and
V5. CARLA MEI NERS
106 East Second Street
Davenport, |owa 52808
Appearing for M dAnerican Energy Company;

THE LAW OFFI CE OF M CHAEL A. MUNSON, by
MR M CHAEL A. MJUNSON
8300 Sears Tower
233 South Vacker Drive
Chicago, Illinois 60606
Appearing for Dominion Retail, Inc.;

MR ROBERT J. KELTER
208 South LaSalle Street, Suite 1760
Chicago, Illinois 60604

Appearing for Gtizens Uility Board,

Pl PER MARBURY RUDNI CK & WOLFE, by
MR DAVID I. FEIN and
M5. M CHELLE MRQZEK
293 North LaSalle Street, Suite 1800
Chicago, Illinois 60601
Appearing for The New Power Conpany;

M5. ERI KA D. EDWARDS
100 West Randol ph

Chicago, Illinois 60601
Appearing for the People of the State
of Illinois;

M. LElI JUANA DCSS and
M5. MARI A SPI ECUZZA
69 West Washington, Suite 700
Chicago, Illinois 60602
Appearing for the People of Cook County;
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MR STEVEN G REVETH S and

MR ANDREW G HUCKMAN

160 North LaSall e Street,

Chicago, Illinois 60601
Appearing for Staff.

Suite C-800

SULLI VAN REPCRTI NG COVPANY, by

Tracy L. Ross

CSR
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JUDGE SHOMI S: Pursuant to the authority
vested in ne by the Conmssion, | call for
heari ng Docket 01-0469, which concerns the
proposal of North Shore Gas Conpany to inplenment
Ri ders SVT and AGG and revise Rider 2, Terns and
Condi tions, and Table of Contents and Docket
No. 01-0470, which concerns the proposal of the
Peopl es Gas Light and Coke Conpany to revise
Ri ders SVT, AGG and Rider 2, Terms and
Condi tions, and Table of Contents.

WIl the parties please enter their
appear ances for the record.

M5. KLYASHEFF: Appearing for North Shore Gas
Conpany and for the Peoples Gas Light and Coke
Conpany, Mary Klyasheff, 130 East Randol ph Drive,
Chi cago 60601.

M5. HU ZENGA: Karen Hui zenga and Carl a
Mei ners appearing on behalf of M dAmerican Energy
Conpany, 106 East Second Street, Post O fice Box
4350, Davenport, |owa 52808.

MR MINSON: On behal f of Domi nion Retail,

Inc., Mchael Miunson fromthe Law O fice of
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M chael A. Miunson, 8300 Sears Tower, 233 South
Wacker Drive, Chi cago, Illinois 60606.

MR KELTER On behalf of the Gtizens Uility
Board, Robert Kelter, 208 South LaSalle, Suite
1760, Chi cago 60604.

MR FEIN.  Appearing on behalf of The New
Power Conpany, David I. Fein and M chelle M ozek,
it's Mr-o-z-e-k, of the law firm of Piper
Marbury Rudnick & Wlfe, 203 North LaSall e
Street, Suite 1800, Chicago, Illinois 60601.

M5. EDWARDS: Appearing on behalf of the

Peopl e of the State of Illinois, Erika Edwards
fromthe Illinois Attorney Generals Ofice, 100
West Randol ph, Chicago, Illinois 60601.

MR REVETH S: Steven G Revethis and Andrew
G Huckman, Staff Counsel appearing on behal f of
the Illinois Commerce Conmission Staff, 160 North
LaSal l e, Chicago, Illinois 60601.

JUDGE SHOMIS: At the --

MR REVETH S: Hold on.

JUDGE SHOM1 S: Ckay. You want to enter your

appear ance, Leij uana?

19



10

11

12

13

14

15

16

17

18

19

20

21

22

M5. DOSS: Leijuana Doss, Cook County States
Attorneys Ofice, 69 West Washington, Suite 700,
Chicago, Illinois 60602, appearing on behal f of
t he Peopl e of Cook County.

JUDGE SHOMI S: Are there any ot her
appear ances? Let the record show there are
none.

At the prehearing conference the
Adm ni strative Law Judges granted the petitions
to intervene that have been received as of that
date. There were nunerous petitions to intervene
filed subsequent to the -- on or subsequent to
that date, so I'mgoing to rule on those now.

Wth regard to Docket 01-0469 petitions
tointervene filed by the Gtizens Uility Board,
t he Peopl e of Cook County, Northern Illinois Gas
Conpany, d/b/a N cor Gas Company, National Energy
Mar ket ers Associ ation, Dominion Retail, Inc., and
Avid Laboratories Inc., (phonetic) are granted.

And with regard to Docket 01-0470, the
petitions to intervene filed on behalf of the

Citizens Uility Board, the People of the State
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of Illinois, the People of Cook County, Northern
Il1linois Gas Conpany, d/b/a N cor Gas Conpany,
Nati onal Energy Marketers Association

M dAmeri can Energy Conpany, Dom nion Retail,
Inc., and A. Finkl, F-i-n-k-1, & Sons are

grant ed.

| believe those are all the petitions to
i ntervene that have been filed. W previously
granted the petitions to intervene filed by the
Peopl e of the State of Illinois and New Power
Conpany in Docket 01-0469 and the petition to
i ntervene filed by New Power Company in Docket
01-0470.

The Administrative Law Judges received
the estimate of the time that the parties had for
cross-exam nation of various w tnesses.

We'd like to go off the record.

(Di scussion off the record.)
JUDGE SHOMI S: Wuld the w tnesses pl ease
stand and raise their right hands and 1'll swear
i n whoever is here.

(Wtnesses sworn.)
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JUDGE SHOMI S: M. Klyasheff, you can call
your first w tness.
M5. KLYASHEFF: W call our first witness,
Valerie H G ace.
VALERI E GRACE,
called as a witness herein, having been first

duly sworn, was exam ned and testified as

foll ows:
DI RECT EXAM NATI ON
BY
MS.  KLYASHEFF:
Q M. Gace, | show you two docunents, one

is in the Peoples Gas case, one in the North
Shore case regarding the captions of those cases,
each marked as Respondent's Exhibit E, each
entitled Rebuttal Testinony of Valerie H G ace.
Do these docunments contain the direct test inony
that you wish to give in this proceedi ng?

A, Yes.

Q Do you have any changes to nmake to either
of the docunents?

If I were to ask you the questions
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contained in these docunents at this tine, would
your answers be the sane as set forth therein?

A, Yes.

Q Do you adopt these documents as your sworn
rebuttal testinony in this proceedi ng?

A, Yes.

Q | now show you two docunments; one for
Peopl es Gas and one for North Shore bearing the
captions of those cases marked for identification
as Respondent's Exhibit H and each entitled
Surrebuttal Testinony of Valerie H G ace. Do
t hese docunents contain the surrebuttal testinony
that you wish to give in this proceedi ng?

A.  They do.

Q Do you have any changes to make to either
docunent ?

A No.

Q At thistineif | were to ask you the
questions contained in these docunments, would
your answers be the sane as set forth therein?

A, Yes.

Q Do you adopt these documents as your sworn
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rebuttal testinony at these proceedi ngs?

A. | do.

Q | show you docunents in each of the
Peopl es Gas and North Shore cases marked for
identification as Respondent's Exhibit No. 7 and
8. Are these the exhibits to which you refer in
your testinony by reference to those nunbers?

A, Yes.

Q \Were these exhibits prepared by you or
under your supervision and direction?

A.  They were.

M5. KLYASHEFF: | note for the record that
t hese docunents are all on E-docket in the form
that we wish to have themadmtted and at this
time, subject to cross-examnation, | nove for
adm ssi on of Respondent's Exhibits E, H 7 and 8
in each of the Peoples Gas and North Shore cases.

JUDGE SHOMI S: Is there any objections?
Respondent’'s Exhibits E, H 7 and 8 in Dockets
01-0469 and 01-0470 are adnmitted into evidence as

t hey appear on the E-docket system
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(Wher eupon, Respondent's
Exhibit Nos. E, H 7 and 8 were
admitted into evidence as

of this date.)

JUDGE SHOMIS: And just so it's clear, any
exhibits that are on the E-docket systemthat are
going to be admitted w thout any changes, we
don't need any copies for the reporter to mark
If there are revisions, though, we would need one
copy for the reporter. And | do have a list of
the exhibits that are on E-docket and | think
alnost all of the -- if not all of the testinony
and exhibits are on E-docket.

Parti es may cros s-exam ne.
CRCSS - EXAM NATI ON
BY
MR HUCKMAN:

Q M name is Andrew Huckman and I'mwth the
Staff of the Illinoi s Conmerce Conmi ssion. |
have a few questions, probably about 10 for you
if it's okay with you and with the Exam ners.

woul d li ke you to assume that all questions
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relate to both dockets; the 469 North Shore
Docket, al so the 470 Peoples Docket. If in any
i nstance the answer would be different for one of
t he conpanies than the other, if you could
specify that in your answer.

I recogni ze that there's sone
di fferences as to whether there are savings in
this case, but assum ng that the Comm ssion
concl udes that the Company's realize savings due
to reduced gas storage inventory related to the
Choi ces For You Program and assum ng agai n that
t he Comm ssion concludes that savings credits
shoul d be provided to customers, my sense of your
testinmony is that you disagree with certain parts

of the saving credit formula that Staff has

proposed. |Is that a fair assessnent?
A, Yes.
Q | want to talk briefly about sone of the

conponents of the savings fornula and | want to
refer you to your rebuttal testinony,
specifically, Page 5. Do you have a copy

avai | abl e?
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A, Yes.

Q In approximately lines 97 and 98 you state
that the average storage inventory in a nornal
year woul d be the nost appropriate for mula, is
that correct?

A, Yes.

Q And also on Page 3 of your rebuttal
testinmony, approximately line 50, you state that
an objective in reliable determ nation of whether
normal i zed data woul d not be practical nor
possible; is that correct?

A. You're on ny surrebuttal testinony.

Q | apologize, that's correct. Page 3 of
your surrebuttal testinony.

A, Yes.

Q kay. Could you give a brief explanation
of what you mean by a normal year?

A. A normal year would assume normal weat her,
so weather that's not extrene cold or extrene
war m but based on the Conpany's 30-year nornal
weat her.

JUDGE ZABAN: So you're tal king about average?
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THE WTNESS: It's not average, but it's -

JUDGE ZABAN: It's not average rate?

THE WTNESS: No. |It's based on a 30-year
history of weather, but it's normalized for
weat her, neaning that it's weather that's
expected -- that would be expected absent any
weat her that's col der or warner than nornal.
feel like I"'mtalking in circles.

JUDGE ZABAN. No, | understand. | see what
you're saying, there's a difference between
average and nor mal .

THE WTNESS: Right. But it's not average,
it's normal --

JUDGE ZABAN: kay. So normal would be --

THE WTNESS: -- normal vyear.

JUDGE ZABAN: -- within a range?

THE W TNESS: Yes.

JUDGE ZABAN: Wthin a specific range for that

time of year, is that correct?

THE WTNESS: Yes. Well, for the entire year.

BY MR HUCKNAN.

Q And that would be based on the 30 -year
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figure that you just nentioned, correct?

A, Yes.

Q Does the Conmpany use weat her normalized
data in rate case proceedi ngs?

A, Yes, we do.

Q Is that figure calculated in the same way
as it would be calculated in this proceedi ng?

A I'mnot quite sure how you' re proposing to
calculate it in this proceeding.

Q I'msorry. |Is weather normalization done
the same way in a rate case proceeding as the
Conpany -- weather normalizes for purposes of
thi s proceedi ng?

A. In arate case, typically, you' re | ooking
at a test year, which is a future year. In this
proceeding, Staff is proposing that we do a
20-year historical normalization. So fromthat
perspective, no, it's not the sane.

Q One nonent please. | wanted to ask sone
questions about the price of storage gas
conponent of the savings fornula. 1Is the price

that the Company currently pays to purchase
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storage gas based on market prices?

A. Cost of the gas -- the cost of gas the
Conpany purchases woul d be based on current
prices for some of -- this portfolio, yes.

Q Do you consider the market price an
i ncrenental cost incurred by the Conpany?

A, Yes.

Q Excuse nme for one nonment. | wanted to ask
about the carrying charge rate conponent of the
savings formula and I was wondering, would you
agree that the average cost of gas in storage
earns a return based on the Conpany's i nproved
overall cost of capital?

A. The average cost of inventory gas does,
but purchased gas do not.

Q Could you explain why not?

Wl |, purchased gas is |like an expense
item This gas that you purchase can be sent out
or go into storage. The cost of gas that's in
storage is an asset as an inventory item so,
bel i eve the Conpany is allowed a rate of return

Q | wanted to turn to the issue of savings
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credits. Regarding the issue of savings credits,
woul d you agree that even wi th such credits the
positive annual revenues are projected to accrue
to the Conpany for the Choices for You Program
begi nning in the year 2003 and conti nui ng each
year thereafter?

A. No, | would not agree with that.

Q And why would you not agree with that?

A, If you look at ny Exhibit 7 which does
calculations simlar to that put forth by Staff,
we show that as of 2005 it will be a positive net
deficit as opposed to a net savings.

Q Another question --

A, Exhibit 8 would show the sane result.

Q kay. Another question related to savings
credit. To the best of ny know edge in your
testimony, you do not discuss whether you agree
or disagree with Staff's recomendation to
i nclude the savings credit formula in the
Conpany's tariffs; is that correct?

A, Yes.

Q Wuld you agree with Staff's
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reconmendati on on this issue?

A. To the extent that the Conm ssion ordered
that the Companies include a credit, we would
consider putting the calculation on the tariffs.

Q Finally, I would just like to sunmarize
sone areas where | believe there is an agreenent
bet ween the Conpanies and Staff. Wuld you agree
with the Staff position that individual credits
shoul d be provided to Rate 1 heating customers,
Rate 1 non-heating custoners and Rate 2
cust oners?

A. First of all, the Conpany does not agree
that a credit should be nade to Rate 1 and Rate 2
custoners. W do believe that this is a single
issue rate making item but to the extent that
t he Commi ssion were to order the Company to
include a credit, we think that individua
credits are nost appropri ate.

Q And al so to the extent that the Comn ssion
were to make such an order, would you agree that
these credits should be revised annual | y?

A, Yes.
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MR HUCKMAN:  That is the end of ny questions,
t hank you.

JUDGE SHOMI S: Any other -- | just have a
question or two.

THE WTNESS: Oh, certainly. Pardon ny
premat ure departure.

EXAM NATI ON
BY
JUDGE SHOWI S:

Q Assuming the Comnm ssion determ nes that
there shoul d be sonme recognition of savings wth
regard to gas inventory costs, do you believe
that it is appropriate to recogni ze those savi ngs
as a credit against the rates that the individual
custoners would pay? |In other words, savings can
be recognized in different ways. | believe in
the Nicor proceeding there was a recognition of
savings that was used as an off set, or at |east
at this point in tinme, an elimnation of the
charges that the gas suppliers would pay and
didn't know if you were taking a position that if

there was to be sonme recognition of savings that
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it would be appropriate to recogni ze themas a
credit against the rates that the customers woul d
pay under Ri der SVT as opposed to sone off set
agai nst fees that suppliers would pay under Rider
AGG?

A. | think there's a difference in the N cor
case and the Peoples and North Shore cases in the
sense that if the Commi ssion were to order a
credit, we're proposing that those credits be
i ndi vidual and they woul dn't be the sane.
think to the extent that you were off setting an
i ndividual credit against the tariff rate to a
supplier just wouldn't work it woul d be nost
confusi ng because every rate would be different
as well as the Rider AGG | just don't think it
woul d work in this proceedi ng.

Q So to sumarize, then, you believe that if
there is to be a credit, it should be a --

A. It should be stand alone credit.

Q A stand alone credit for the custoners?

A. Right.

JUDGE SHOM1 S: That's all the questions
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have. You can step down.
You may proceed.
M5. KLYASHEFF: Respondent calls M. Egel hoff.
DEBRA ECELHCFF,
called as a witness herein, having been
previously duly sworn, was exam ned and testified
as follows:
EXAM NATI ON
BY
MS.  KLYASHEFF:
Q Please state your name and busi ness
address for the record.

A. M nane is Debra Egel hoff. M business

address is 130 East Randol ph, Chicago, Illinois
60601.
Q | now show you two docunents, one in the

Peopl es case, one in the North Shore case, each
marked for identification as Respondent's
Exhibit A and entitled the Direct Testinony of
Debra Egel hoff.

I show you two documents again in each

of the cases each marked for identification as
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Respondent's Exhibit C and entitled Rebuttal
Testi nony of Debra Egel hof f.

And two docunents in each of the cases,
Respondent’'s Exhibit F, entitled Surrebutta
Testimony of Debra Egel hoff. Do these docunents
contain the testinony that you wish to give in
t hese proceedi ngs?

A, Yes.

Q Do you have any changes to any of t hese
docunent s?

A No.

Q At thistineif | were to ask you the
questions contained in these docunments, would
your answers be the sane as set forth therein?

A, Yes.

Q Do you adopt these documents as your sworn
testinmony in these proceedi ngs?

A, Yes.

Q | now show you sever al docunents, again,
in each of the cases marked for identification as
Exhibits 1 through 6 and Exhibit 9. Are these

t he docunments to which you refer to by reference
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to these nunbers in your testinony?

A, Yes.

Q \Were each of those docunents prepared by
you or under your supervision or direction?

A, Yes.

M5. KLYASHEFF: Each of these exhibits is in
E-docket in the formthat we wish to have them
admitted. At this tinme | nove for admission in
each of the dockets Respondent's Exhibits A C,
F, 1 through 6, and 9, subject to
Cross-exam nati on.

JUDGE SHOMI S: Any objection? Respondent's
Exhibits A, C, F, 1 through 6 and 9 in Dockets
01-0469 and 01-0470 are admitted into evidence.

(Wher eupon, Respondent's
Exhibit Nos. A, C F, 1-6 and 9
were admitted into evidence as
of this date.)

JUDGE SHOMI S: Parties may cross -exam ne.

37



10

11

12

13

14

15

16

17

18

19

20

21

22

CRCSS - EXAM NATI ON
BY
MR FEI'N

Q Good norning, Ms. Egel hoff.

A.  Good norni ng.

Q Wuuld you agree that experience in other
states with regards to residential choice
progranms are useful i n devel opi ng the Choi ces For
You Progranf

A, Yes.

Q Wuld you agree that all el se being equal
t hat Peopl es Gas woul d make nore noney if only a
few customers choose an alternate supplier under
t he progran?

A. It would nake nore nmoney, is that what you
sai d?

Q As opposed to if a |large nunber of
customers took service under the programfrom an
alternate supplier?

A No.

Q Is it your testinony, then, that the

Conpany's indifferent to how many custoners
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choose an alternate supplier with respect to

revenues that the Conpany receives?

A. Yes.

Q Howis that?

A. Fromthe gas conmodities, right?
Q Yes.

A, Yes.

Q Now, in establishing the enrollnent limts
that you propose for the program did the Conpany
| ook at any other prograns for guidance or
direction?

A. No. We took into consideration gas supply
considerations for that.

Q So you didn't look to other states for
gui dance on the enrollnment limts for exanple?

A No.

Q Are you aware of residential choice
progranms in other states?

A, Yes.

Q Are you aware and famliar with enroll nment
limts with respect to prograns in the state of

Chio for exampl e?
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A. Cenerally, but not specifically.

Q Are you aware what prograns that Atlanta
Gas Light Conpany has in the state of Georgia?

A. 1'mgenerally, yes.

Q Are you aware that there are no enroll nment
limts in either of these prograns?

A. Currently, right, there are no limts.

Q Now, did the Conpany solicit input
regardi ng the proposed enrollnent limts?

A W did. Before we filed the tariffs, we
did speak with the Conm ssion Staff as well as
suppliers and presented the enrollnment limts
that we would file.

Q And was this a neeting where you presented
this at?

A Mm hmm

Q And how many suppliers were in attendance?

A Well, all six qualified suppliers were
asked to attend. Three of themwere actually
present. The other three received the materials
in the mail.

Q And one of those three that was in
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attendance was that Peoples affiliate, Peoples
Energy Service?

A, Yes.

Q Suppliers who were not currently
participating in the Choices For You Program
they were not solicited for input; is that
correct?

A. Correct.

Q Nowon lines 412 to 414 of your rebutta
testinmony, you indicated that enrol Iment limts
could be increased if the Conpany determ ned that
its gas supply portfolio would not be adversely
affected; is that correct?

A, Yes.

Q How would you determine if the Conpany's
gas supply portfolio would be adversely affected
by an -- by increased enroll nent?

A. W'd have to discuss it with the gas
suppl i er.

Q And this determ nation would be nade by
whon? The Comnpany?

A.  The Conpany.
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Q Wuld this determ nation be reviewed by
anyone el se such as the Conm ssion Staff?

A, As we nentioned here, we were di scussing
t he proposed increase with Comm ssion Staff prior
to making the informational filing.

Q And it's now the Conpany's position,
believe, in your surrebuttal testinony that the
Conpany would nmake a tariff filing if it decided
to suspend the enrollnment limts as well?

A, Yes.

Q And, again, the reason that you' ve given
in your testinony for possible suspension of
enrollment Iimts are gas supply planning
considerations; is that correct?

A Wll, if the tariff is approved with
enrollment limts, once those enrollnment limts
are reached the suspension woul d automatically
occur, so it wouldn't be the Conpany deciding to
suspend enrol |l nent, it would be when they reached
the enrollment limts.

Q So | can understand your proposal here, is

it the Conpany's position that if gas supply

42



10

11

12

13

14

15

16

17

18

19

20

21

22

pl anni ng consi derations indicate that it would be
appropriate to increase the enrollnment limts
that the Company woul d cone forward and nake t hat
proposal to the Comm ssion?

A Yes.

Q Wuld the Conpany notify small vol unme
transportati on suppliers regarding the inpending
tariff filing?

A, Yes.

Q How far in advance woul d the Conpany agree
to notify participating suppliers of any pendi ng
tariff filing?

A. | don't have a specific time at this tine.

Q Do you know what formthis notification
woul d t ake?

A, Cenerally we send out letters. W also
coul d hold neetings depending on the nature of
the topics that we would like to discuss with
t hem

Q And if you conducted such neetings or sent
such letters, would you give participating

suppliers an opportunity to respond and provide
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i nput regarding the proposal ?

A, Yes.

Q If I understand your testinony, you
i ndi cate that the Conpany woul d have no reason
not to increase the enrollnment limts if two
events occur. One, if the limts were reached
prior to the effective date of the next
enrol I ment; and, two, if there were no adverse
affects on the gas supply portfolio; is that
correct?

A, Yes.

Q Now, if I also understand your testi nony,
t he Conpany, however, is opposed to including
this |language in your tariffs; is that correct?

A Is that what | said -- | don't know.

JUDGE SHOM1S: Do you have a cite, M. Fein,
where you believe the witness said that?
BY MR FEIN:

Q Just give ne a mnute, please.

Vell, let me ask this question: Wuld

t he Conpany be opposed to including such | anguage

inthe tariff?
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A, If the Conmission required us to put it in
t here we woul d.

JUDGE ZABAN: | didn't -- the point is, would
you do it voluntarily w thout the Comm ssions
request ?

THE W TNESS: Yes
BY MR FEIN:

Q Are you famliar with what standards of
measures the Conpany uses to determ ne whet her
there would be no adverse affects on the gas
supply portfolio or is that something outside of
your real mof expertise?

A, It's outside of ny expertise.

Q Now, on Page 9 of your surrebutta
testimony you di scuss how the Conpany currently
keeps small vol unme transportation suppliers
up-to-date on the enroll ment nunbers. Do you see
that |anguage, if you recall presenting that
testi nony?

A, Yes.

Q Now, is this a once-a-nonth e-nail

conmuni cation with total enrollnment figures?

45



10

11

12

13

14

15

16

17

18

19

20

21

22

A. Currently it's once a nonth and t hrough
e-mails, but when enrollment was -- when there
was nmore enrol Il nent activity, we actually did it
two tines a week.

Q And if the Conpany's proposal to inplenent
t he expansion of the Choices For You Program
will this notification continue?

A, Yes.

Q Once a nonth?

A. | would assune nore often, naybe even
dai ly dependi ng on the amount of enroll nment that
we're seeing.

Q And what would -- can you put into context
what type of enrollnment figures would dictate the
frequency wi th which you would notify suppliers?

A.  To be honest -- | nmean, the Company's
consi dering posting something on our Wb site
simlar to what N cor Gas does, so it's
automatically going to be posted to our Wb site
regardl ess of the level of enrollnent.

Q Wth respect to these updates to snal

vol une transportation suppliers, is there any
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other information that currently has been
provi ded other than just the raw enrol | nent
nunber s?

A.  The total nunber eligible. 1 think that's
it at this point.

Q Wuld the Conpany be opposed to including
tariff | anguage that specifically identifies the
provision of this information and notifications
to SVT suppliers?

A. |1 don't knowif | can nake that decision
| don't know if the Company --

Q Wuld the Conpany be opposed to inclusion
of that requirenment in the Conm ssion's order in
thi s proceedi ng?

A No.

Q | believe in your rebuttal testinony on
Page 3, you indicate that the proposed enroll nent
limts, as well as the grace period are desi gned
to address gas supply planni ng consi derations
whi | e af fordi ng reasonabl e access to the program
is that correct?

A, Yes.
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Q Now, it's correct that the Conpany
currently serves approximately 758,600 Rate 1
residential custoners; is that correct?

A.  Approximtely, yes.

Q And is it correct that the Conpany
projects that it expects to serve slightly fewer
Rate 1 residential custoners in the year 20027

A. That was part of the data request, right?

Q (Nodding.)

JUDGE ZABAN: | f you know.

THE WTNESS: Yes, it was slightly lower. 1'm
not sure exactly.

BY MR FEIN

Q Now, inthe first year of the programthe
Conpany proposes to limt the eligibility to
75,000 Rate 1 custoners; is that correct?

A, Yes.

Q Therefore, roughly 675,000 custoners in
the Conpany's Rate 1 class would not be all owed
to participate in the first year of the program
is that correct?

A Yes.
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Q And if ny math's correct, that's only
about 9 percent of the Rate 1 class is eligible
to participate in the first year of the program
is that correct?

A, Yes.

Q And is it your testinmony, then, that
prohibiting 91 percent of the Company's custoners
fromparticipating in the programis affording
reasonabl e access to the programin the first
year ?

A It's affording reasonabl e access while
addressing the gas supply considerations.

Q Now, on lines 311 to 313 of your rebutta
testimony you di scuss the open enrol | nent period,
| believe, for the Rate 2 customers that are
currently in the program is that correct?

A, Yes.

Q And I believe that during that time frame
that you referenced there in your testinony,
approxi mately 82,000 Rate 2 customers were
eligible during this open enrollnent period; is

that correct?
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A, Yes.

Q Andis it also correct that as of
July 31st of this year that slightly over 11, 000
Rate 2 custoners enrolled in the programduring
this open enroll nent period?

A, Yes.

Q And, again, if ny math is correct here,
that woul d mean that approximately 13 -and-a-half
percent of the eligible Rate 2 custoners enrolled
in the programduring this open enroll nment
period; is that correct?

A, Yes.

Q Now, if this same 13-and-a-half percent of
your Rate 1 custoners expressed a desire to
enroll in the program they would not all be
allowed to participate based on the enroll ment
limts that have been proposed; is that correct?

A.  Yes.

Q Now, in the second year of the programthe
Conpany projects that it will serve
approxi mately, | believe, 750,000 Rate 1

custoners in t he year 20037
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A. That's fromthe data request?
Q Yes. Do you recall that?
A, Yes.

Q And, again, in the second year of the
programthere is also an enrollnment Iimt of
125,000 Rate 1 custoners?

A, Yes.

Q This would be in addition to 5,000
custoners who would be eligible fromthe prior
year ?

JUDGE SHOMI S: Did you say 5?

BY MR FEIN:

Q 50,000, I"'msorry.

A, Yes.

Q Thus, in the second year of the program
the programw |l be available to approximately 16
or 17 percent of the Conpany's Rate 1 class of
custoners?

A, Yes.

Q Now, these percentages woul d decrease if
t he Conpany had an increase in the nunber of

custoners that it was serving in its Rate 1

51



10

11

12

13

14

15

16

17

18

19

20

21

22

class; would that be correct?

A It would be correct.

Q And that in the second year of the program
there would still be approximately 625, 000
custonmers in the Rate 1 class that would not be
allowed to participate; is that correct?

A. That's correct.

Q In the third year of the programthere are
also enrollnment limts that are proposed by the
Conpany, is that correct?

A, Yes.

Q And that enrollnment limt is 180,000 Rate
1 custoners, correct?

A, Yes.

Q Is it also correct that the Conpany
projects that it will serve approximately the
sane 750,000 Rate 1 residential custoners?

A.  Approximately.

Q And, thus, in the final year of the
program after 2 years of experience with the
program the progr amwould still only be

avail abl e to approxi mately 24 percent of the
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Conpany's Rate 1 residential class of custoners;
is that correct?

A, Yes.

Q kay. Let's talk about the m ni num stay
requirements. As | understand the proposal, a
custoner who's participating in the program who
wi shes to change suppliers nust make this switch
within 60 days; is that correct or el se they
return to the Conpany's bundl ed service?

A. They return to the Conpany's bundl ed
service --

Q Inmmediately when they switch suppliers?

A, Well, actually a customer can sw tch
suppliers without returning to bundled service
but if they return to bundl ed service and wi sh to
choose a new supplier, they would have 60 days to
make that choice before they would have to be
required to stay an additional 10 nonths under
t he proposal.

Q How many days advanced notice is required
for a customer to return to service under Peopl es

bundl ed service rates?
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A. You nean if their noving...

Q A customer wants to term nate service
under the Choices For You Program --

A Ckay.

Q -- and return to Peopl es bundl ed service.
What kind of notice do they need to give Peoples
before they're able to return?

A. They don't give us any notice.

JUDGE ZABAN: | have a quick question. Wen a
person changes service and drops out of the
program are they then automatically ineligi ble
to join the program agai n?

THE WTNESS: Well, under the proposal, they
woul d have 60 days to choose another supplier to
cone back into the program

JUDGE ZABAN: O herw se they woul d be banded
fromthe progran?

THE WTNESS: For a full 12 nonths

JUDGE ZABAN: And then you woul d pi ck sonebody
else to join the programor would that -- the
nunbers decrease who are eligible for the program

conpletely?
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THE WTNESS: Mm hmm

JUDGE ZABAN: I n other words, what |'m asking
you is, say customer A drops out of the program
are you going to select soneone el se from your
pool of people who aren't in the program invite
themto join the programor are you going to have
one fewer nunber of people in the program
al t oget her ?

JUDGE SHOW S:  He's assuming, | guess, for
t he purposes of the question that the limt was
reached --

JUDGE ZABAN: Ri ght.

JUDGE SHOM1S: -- and then sonmeone drops out,
woul d that free -- say five custoners for
what ever reason drop out, would there be five
addi tional custoners that would then be eligible?

THE WTNESS: Right. There would be five
spaces available for five nore custoners.

JUDGE ZABAN: So the Company woul d endeavor to
keep the program at the maxi munf®?

THE WTNESS: At the enrollment limt.

JUDGE ZABAN: It would be like a waiting list?
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THE WTNESS: W hadn't discussed that. The
Conpany could create a waiting list, but | don't
know if that would be to the benefit of the
custoners and suppliers if it's like a 6-nponth
wait with a contract or price that will be good
that they had signed up with a supplier, but that
coul d be di scussed.

JUDGE ZABAN: Ckay. |'massumng that if what
M. Feinis leading at is that it appears in the
begi nning there may be nore custoners who desire
to join this then you re going to nake avail abl e.
How are you going to determ ne how people get to
enter the programwho are initially denied?

THE WTNESS: W could do a waiting list or we
could just do the first five that would be
enrolled froma supplier -- the next five that
conme up. And as | nentioned, the suppliers are
going to be aware of the enrollnment limts as
they go up -- or the enrollnment level as it goes
up and down and woul d see opportunity to enr oll
nmor e cust oners.

JUDGE SHOMI S: So what you're saying it would
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be nore or less a first come, first serve then?

THE WTNESS: That's what the Conpany woul d
see that it would be nore beneficial, but if a
waiting list would be required we woul d consi der
t hat .

BY MR FEIN:

Q During this period -- are you finished? |
didn't want to interrupt --

JUDGE ZABAN. We're silent. Co ahead.

BY MR FEIN:

Q After a custoner termnates its service
with a supplier under the program the Conpany --
wi Il the Conpany agree to notify that custoner
regarding it's options during the so-called grace
peri od?

A Yes. | believe | nentioned that in one of
my surrebuttal testinony that we will send a
confirmation of termnation letter and in th at
letter we will et themknow that there is a
60-day grace period to choose another supplier or
they will remain with the Conpany for a total of

12 nmont hs, but also my surrebuttal -- we agreed
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to waive the 12-nonth stay --

Q If the enrollnment limts are reached?

A.  -- are reached.

Q Wuld the Conpany agree to work with the
Conmi ssion Staff and other interested suppliers
in the content of this notification to custoners?

A.  Yes.

Q Is the Conpany proposing to provide SVT
suppliers with a list of customers who are
ineligible for the Choices For You Programas a
result of returning to bundl ed service after the
expiration of the grace period?

A At this time the Conpany's not -- would
not do that.

Q WII the Conmpany be maintaining a list of
custoners who are ineligible for the Choi ces For
You Programas a result of returning to bundl ed
service after not selecting a new supplier during
t he grace period?

A. | don't know that we would printout a
list, but the systemw |l recognize a custoner as

being ineligible if a supplier attenpts to enrol
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t hem

Q Do you have any idea how the systemw |

generate lists? WII these, for example, be
generated each nonth, each day?
A As | nmentioned | don't think we'll

generate a list unless it's requested. The

systemwi || know whi ch custonmers are eligible and

whi ch ones are not.

JUDGE ZABAN: | think the question that
M. Fein wants to know, is the system updated
daily, weekly?

THE WTNESS: Cnh, yes. Every night it's
updat ed.

BY MR FEI'N

Q And will this information just be held in

t he Conpany's regul ar custoner information
system -- billing systen?
A, Yes.

Q Aong with other information for a

custoner like their address -- billing address,

custoner nane, neter nunber, that type of

i nf ormati on?
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A, Yes.

Q Are you aware that residential choice
progranms and other jurisdictions do not contain
m ni nrum stay requirenents?

A.  Yes, but there are others that do.

Q And, again, in your surrebuttal testinony,
you agree to wai ve the m ni mum stay requirenent
until the enrollnment |levels are reached. Does
that apply during all three years of the progranf

A Yes, it would.

Q In devel oping the 60-day grace period
whi ch you described in your rebuttal testinony in
line 436 to 438 -- a reasonabl e amount of tine
for a custoner to evaluate the offers of other
suppl i ers and nake a deci sion, you have not
presented here, in this case, any study or
analysis to make this determ nation; have you?

A. No. W did look at other Illinois
utilities including electric utilities.

Q And I believe you discuss sone of those in
your testinony?

A. In surrebuttal, yes.
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Q But you didn't present in this case any
ki nd of customer survey in support of your
statenent that 60 days woul d be a reasonabl e
anmount of time; have you?

A No.

JUDGE ZABAN. Excuse ne. Am| correct in
assum ng that the people who are subject to the
60-day notice had previously been in the program
they woul d have -- therefore have sone
famliarity with how the program works?

THE W TNESS: Yes
BY MR FEIN:

Q How would they be aware -- just by fact
that they have enrolled at one tine?

A. They would be famliar with the enroll nent
process and contacting suppliers or supplier list
and if they participated in the program before.

Q \When you say "before" what do you nean by
bef ore?

A \Wll, the 60-day only applies to sonebody
who's been in the program term nates fromthe

progr am and cones back to bundl ed service. So
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obvi ously, they've had sonme experience within the
pr ogr am

Q And these would be the sane custoners that
| believe you describe in your testinony as
relatively | ess sophisticated energy consuners?

A, Yes.

Q |Is there any notice requirement for a
custoner to provide to the Conpany -- to indicate
their intent to participate in the program once
the order is entered in this case and the tariffs
are affected?

A.  The custoner doesn't notify the Conpany if
they're interested in participating, no.

Q The supplier woul d?

A, Oh, the supplier. The supplier would
notify us, yes.

Q Does the supplier have to provide notice
in a certain anount of days before that --
custoners are able to take service under the
programwi th that supplier?

A.  Yes. Wen they enroll the custoner, the

custoner woul d begin seven -- the next bill to
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date assuming that it's eight business days after
the date of requested enrollnent. So there's at
| east a m ni mrum of ei ght days between enroll ment
and when it starts.

JUDGE ZABAN: | have a quick question, then
How -- let's say you have your 75,000 and you
have six suppliers how -- how does that 75,000 --
if you l ook at -- divided anongst the suppliers?
In other words, is it just everybody gets to sign
up and when they hit 75 it's done?

THE W TNESS: Yes

JUDGE ZABAN: O do you get -- based on their
capacity delivered, give them X amount of slots
to fill?

THE WTNESS: No. It's the first cone, first
served. So as suppliers enroll custoners -- the
enrollment level will increase. So out of the
si X, you know, three of them could have the
majority and the other three would have the
lower -- it's not going to be divided evenly and
it would just be based on their efforts to enrol

custoners --
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JUDGE ZABAN: On their wllingness and
aggr essi veness to enroll customers?

THE W TNESS: Exactly.

BY MR FEIN:

Q In either of your three pieces of
testinmony, you did not present any study or
anal ysis regarding the feasibility of offering
conpetitive default service, have you?

A No.

Q You do not present a study or analysis

a

regarding the desirability to potential suppliers

of offering a conpetitive default service, did
you?

A No.

Q And you did not present any study or
anal ysi s regardi ng any costs associated with
offering a conpetitive default service, is that
correct?

A. That's correct.

Q Now, the Company supports custoners havi
a choice, is that correct?

A, Yes.

ng
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Q And in your testinmony you have not
presented any study regardi ng why custoners
returning to bundl ed service after termnating
participation in the program should not be given
choice to return to the Conpany versus a
conpetitive default service provider, is that
correct?

A. That's correct.

Q Now, I'd like to ask you sone questions on
billing issues.

A Ckay.

Q Wuld you agree that the prinmary
beneficiary of a consolidated bill would be the
cust oner ?

A, Yes.

Q Wuld you agree that under single billing
a custoner is able to receive one bill froma
single entity?

A, Yes.

Q A custoner only has to wite one check for
its natural gas service for exanple?

A, Yes.
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Q Does the Company view the ability to
provide single billing service as a val ue added
service in a marketing tool ?

A Yes.

Q Does the Company believe that the ability
to provide single billing service assists any
supplier in building a relationship with a
cust oner ?

A. In the sane way it woul d the Company, yes

Q The bill's a regular point of contact with

a custoner?

A Yes.
Q The bill's a conmmunication tool ?
A Yes.

Q And I'msure the Conmpany sees value in
continuing to send its bills to custoners rather
than having a third party send the bill?

A, Yes.

Q The Conpany values its relationship with
its custoners, correct?

A, Yes.

Q And wouldn't you al so believe that SVT
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suppliers woul d value the relationships that they
have with their custonmers as well?

A, Yes.

Q In under single billing, wuld you al so
agree that there is the potential that a custoner
may be able to receive one bill if the custoner
wer e purchasing both natural gas and electric
service froma single source?

A.  That woul d be possible, yes.

Q Are you also aware that in creating the
frame work for a conpetitive market in the
electric industry in Illinois, that the Illinois
Ceneral Assenbly required each electric utility
to offer single billing service?

A, Yes.

Q Isn't it also correct that during the tine
that the Choices For You Program has been in
exi stence that suppliers have expressed interest
to the Conpany in being the party who issues
single bills?

A, Yes.

Q. On Page 13 of your surrebuttal testinony,
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line 269, you state that Peoples has a right to
bill its custoners. Do you see that?

A, Yes.

Q Wt is the basis for this statenent?

A, \Wll, the Conpany has -- as we nentioned,
t he Conpany has a rel ationship with the custoner.
The custoner is still the Conpany's custoner just
as it would be the suppliers.

Q So in making that statement, you weren't
operating under advice of counsel regarding a
right that the Conpany has or anything al ong
t hose |ines?

A No.

Q Is it the Conpany's position that the
Conmi ssi on does not have the aut hority to order
Peoples to allow single billing by SVT suppliers?

M5. KLYASHEFF: ojection, | think that calls
for a legal conclusion.

JUDGE ZABAN:  Sust ai ned.

BY MR FEIN:
Q Have you been advi sed by counsel whether

it's the Conpany's position that the Conm ssion
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does not have the authority to order Peoples to
allow single billing by SVT suppliers?

M5. KLYASHEFF: (njection, that would invol ve
a privileged communication with the client.

JUDGE SHOMI S: (bjection is sustained
BY MR FEIN:

Q So you -- the statenment on |line 269 of
your surrebuttal testinony, the right that you
referred to is the right that you believe the
Conpany has due to the fact that it has a
relationship with the custoner in that, even a
custoner participating in the program, the
Conpany's providing distribution service to?

A, Yes.

Q Does the Company have experience with
single billing under any other of its rates and
riders?

A No.

Q Do any sales custoners of the Conpany
receive a single bill to your know edge?

A.  Any sales custoner receive a single bil

for -- yes, they receive a single bill for
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distribution of commodity.

Q Fromthe Company?

A Yes.

Q Wat about under -- do custoners -- do

sal es custoners of the Conpany have entities

ot her than the Conpany receive their natural

bills?

A.  Phone custoners do.

Q And do those custonmers have those bills

sent to billing agents or other suppliers?

A.  Under the large volunme transportation

program yes.

Q Has the Conpany experienced any

significant problens as a result of allow ng

t hese custoners to receive bills fromentities

ot her than your Conpany that you' re aware of ?

A That |'maware of, no.

Q Do you have any idea how nmany actua

custoners receive a single bill that you just

r ef erenced?

A. That was in the data request. 1'd have

look it up to see.

Do you want me to do that?

gas

to
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Q Sure.

A.  For Peoples Gas -- approximately -- the
Peopl es Gas, approximately 70 percent of the
| arge vol une transportation custoners have
anot her party receive their bi Il, supplier or an
agent .

Do you want North Shore as well?

Q Sure.

JUDGE ZABAN: M. Fein, | have a question for
your purposes and the purposes of this
Cross-exam nati on.

Is it your position that |arge vol unme
custonmers in ternms of their -- are the sane as
i ndi vidual custonmers for the purposes of billing?

MR FEIN If you could rephrase your
question --

JUDGE ZABAN: Do | hear an objection?

MR FEIN -- objection to the ALJsS?

JUDGE SHOW S:  Sust ai ned.

JUDGE ZABAN: No. M question is, you're
aski ng questions about |arge vol une custoners.

MR FEIN. That's correct.
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JUDGE ZABAN. |s there a correl ation between
| arge vol une custoners and indivi dual customners
that woul d make this testinony rel evant ?

MR FEIN. The relevance is the experience
that the Company has experienced wth other
groups of customers in accomodati ng single
billing. That's the relevance of t his |line of
quest i oni ng.

JUDGE ZABAN. So the issue is whether or not
it can be done, is that correct?

MR FEIN:  Yes.

JUDGE ZABAN: Ckay. Go ahead.

THE WTNESS: Approximately 71 percent of
North Shore | arge vol ume transportati on custone
receive a bill from -- have their bill sent to
agent or a supplier.

BY MR FEIN:

Q Now, if I understand your testinony it's
your position that the custoner, not a supplier
shoul d be the party that decides whether it
desires to receive a single bill; is that

correct?

rs

an
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A, Yes.

Q And is the Conpany opposed to allowing a
supplier to include, as part of its offer to a
potential custonmer, the ability to receive a
single bill fromthat supplier?

A. W're not opposed to that, but we would
like the supplier to also indicate that the
utility has the ability to send thema single
bill as well.

Q Isn't it possible that as a result of
choosing a small volume transportation supplier
to provide its natural gas service that that
custoner may al so prefer that that sane supplier
provide themwith a single bill?

A It's not an automatic assunption you could
make.

Q No, the question asked is whether it was
possi bl e?

A, Yes.

Q And would you agree that sonme custoners
may desire to have a single bill come froman SVT

supplier?
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A, Yes.

Q Fromthe Company's perspective and al
el se being equal on the question of billing, what
is more inportant, what Peoples wants or what its
custoners want ?

A, Wiat the custonmer wants.

Q And is it correct that the -- one of the
reasons that the Conpany -- for the Conmpany's
opposition to allowing a small vol une
transportation supplier to issue a single bil
was this custonmer survey that the Conpany had
conduct ed?

A, Yes.

Q Now, prior to conducting your custoner
survey, did the Conpany believe that customers
wanted to receive a single bill fromsuppliers
rather than from Peopl es Gas?

A. Could you repeat the question

Q Sure. Prior to conducting the survey, did
t he Conpany believe that customers wanted to
receive a single bill froma supplier other than

Peopl es Gas? |If you know
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A. | don't know | wasn't -- | don't know.
Q Were you involved at all in the survey?
A No.

Q The Conpany -- Peoples Gas hired anot her
Conpany to conduct the survey, is that correct?

A. | believe so. | wasn't here at the tine
of the survey.

Q And is it correct that the survey was
conducted wi thout the oversight of the Illinois
Conmmer ce Conmi ssion Staff?

A. | assune so, | don't know.

Q The survey that was devel oped by the
Conpany was not devel oped after input from The
New Power Conpany, for exanple?

A. | assune without, yes.

Q Do you know who paid for the survey to the
done?

A. | assune the Conpany did.

Q Do you al so assune that the Conpany, or
t he Conpany hired by Peoples Gas devel oped the
actual questions that were contained in the

survey?
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A, Yes.

JUDGE ZABAN. M. Fein, if she doesn't know,
okay, you realize that everything she assunmes is
not relevant and can't be considered as evi dence
and al though Ms. Klyasheff is giving you sone
latitude on this, | think you need to question
the wi tness about what the wi tness knows.

MR FEIN Well, if the witness doesn't know
about the surveys then | think the portions of
her testinony that relied upon the customner
survey for the position she's espousing in her
testimony shoul d be stricken from her testinony.

M5. KLYASHEFF: The witness can state that the
survey found particular results. The fact that
the wi tness was not enpl oyed by Peopl es Gas at
the time the survey was conducted and does not
know the particulars of it does not detract from
her flat statenent in her testinony that the
survey showed certain results.

JUDGE ZABAN: | think --

BY MR FEIN

Q Let ne ask this and | think | can clear
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this up. Have you read the survey that was
conducted by the Conpany?

A, Yes.

Q Have you read every page in that survey?
Do you know the questions that were asked in the
survey?

A.  No, not by heart.

Q Have you reviewed the -- did you review
the survey in preparing your testinony in this
case?

A.  The survey results, yes.

Q So you just read the results and no ot her
particulars of the survey?

A, Yes.

Q Do you know this much about the survey:
Do you know whet her any of the participants in
the survey were -- at the tine the survey was
conducted provided with a single bill from any
suppl i er other than Peoples Gas?

A.  No, they were not.

Q And | believe you stated in your testinony

that you woul d all ow another party, such as the
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I1'linois Commerce Comm ssion, to conduct a survey
of Peopl es residential custonmers to ascertain
whet her they prefer to receive a single bill; is
that correct?

A.  That was on the data request, not in ny
testimony, yes.

Q And | agree -- and is it true also, that
you indicated that the Conpany, however, would
not pay for such a survey; is that correct?

A. Correct.

Q Wuld it be fair to say that the Conpany
would only desire to pay for a survey that the
Conpany designs or conducts or contracts to have
conduct ed?

A, Yes.

Q Onlines 282 to 284 of your surrebutta
testinmony, you discuss the opportunity to market
the single billing option. Do you see that
reference in your testinony?

A, Yes.

Q How nmany Rate 1 custoners are currently

taki ng service froman SVT supplier?
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A.  None.

Q Al Rate 1 custoners are currently taking
service from Peoples Gas, is that correct?

A Yes.

Q Wuld you agree that SVT suppliers should
be all owed to comuni cate with potenti al
custoners regardi ng the Choi ces For You Progranf

A, Yes.

Q Wuld you agree that SVT suppliers should
be allowed to comunicate with custoners that
have chosen to receive natural gas service from
t hose SVT suppl iers?

A, Yes.

Q Do you agree that SVT suppliers should be
provided with the ability to market its products
and services directly to potential customners?

A, Yes.

Q Do you agree that SVT suppliers should be
all owed to educate the custoners that they are
supplying with natural gas service under the
progranf?

A, Yes.
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Q Is the Conpany opposed to allow ng SVT
suppliers to determ ne the specific manner in
whi ch the supplier desires to bill its customers?

A, Wll, the Conpany -- could you repeat the
question, please.

Q Sure. |Is the Conpany opposed to all ow ng
SVT suppliers to determine the specific manner in
whi ch that specific SVT supplier desires to bill
its custoners?

A.  The reason the Conpany proposed R der SBO
is to provide custoners sone protections so, |
guess, we feel that the suppliers should have
sone guidelines to follow and howto bill their
cust oners

Q If an SVT supplier includes a provision in
its contract that the customer agrees to take
single billing service fromthe SVT supplier
pursuant to the Conpany's approved R der SBO, is
the custonmer forced to sign that contract?

A. No, they're not forced to.

Q Is there anything that forces a custoner

to select a specific marketer's products and
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servi ces?

A No.

Q Soif a marketer, as part of its products
and services, provides single billing service and
the custonmer signs that contract it would be the
customers choice to select that marketer; is that
correct?

A, Yes.

Q Now, wouldn't you expect that any customner
education programthat is devel oped during the
course of the inplenentation of the Choices For
You Programwould include information for all
custoners regarding billing options?

A, Yes.

Q Does Peoples Gas see itself as directly
conpeting with SVT suppliers?

A.  In what respect?

In respect to the Choices For You Program
Not for commodity, no.

Q
A
Q Wio pays for Peoples billing systenf
A.  The custoner.

Q

Shoul d a custoner who isn't using Peoples
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Gas' billing systemhave to pay for it?

A. Regardless if the supplier is doing
billing, the customer is still going to be
utilizing the Conmpany's billing system

Q Now, if SVT suppliers are allowed to issue

single bills, Peoples will still bill custoners
who do not enroll in the Choices For You Program
correct?

A. Correct.

Q If SVT suppliers are allowed to issue
single bills, Peoples will still bill at least 91
percent of its custoners that are not eligible
for the Choices For You Programin the first year
of the program is that correct?

A. Right.

Q If SVT suppliers are allowed to issue
single bills, Peoples will still bill at |east 83
to 84 percent of its customers that are not
eligible for the Choices For You Programin the
second year of the program is that correct?

A. Correct.

Q And if SVT suppliers are allowed to issue
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single bills, Peoples still will bill at |east 76
percent of its custoners that are not eligible
for the Choices For You Programin the third year
of the program is that correct?

A, Yes.

Q Isn't it also correct that Peoples stil
will bill custoners if an SVT supplier elects to
utilize the LDC billing option under the Choices
For You Progranf

A, Yes.

Q Isn't it also correct that Peoples stil
will bill custoners that enrol | in the Choices
For You Program but elect to receive dual bills,
one fromthe Conpany and one fromthe SVT
supplier?

A, Yes.

Q And if SVT suppliers are allowed to issue
single bills, Peoples still will bill custoners
if they termnate service with their SVT supplier
and return to bundl ed service?

A Yes.

Q Does the Company believe that it can
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provide its custoners with a single bill nore
efficiently and | ess costly than SVT suppliers?

A \WVell, we definitely have experience with
providing the bundled bill and billing
distribution services. I'mnot famliar with
other suppliers billing systens, | don't know
that | can answer.

Q The Conpany has not proposed a single
billing credit in this proceeding has it?

A No.

Q Is the Conmpany unable to calculate the
single billing credit?

A At this time, yes

Q Now, on Pages 19 to 20 of your surrebutta
you | ist the nunber of reasons why you believe
that the Company will not realize any savings if
the supplier issues a single bill; is that
correct?

A, Yes.

Q Now, you have not presented at this tine
any study or analysis to support that claim other

than those reasons you list on those pages of
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your testinony, is that correct?

A. Correct.

Q You have not presented any detail ed cost
anal ysis to support that portion of your
testinmony, is that correct?

A. Correct.

Q You have not submitted any information for
the Comm ssion and the parties to this proceedi ng
to review regarding the costs of Peoples' billing

services; is that correct?

A. Correct.
Q Are you aware that the use of -- strike
t hat .
Are you aware that in the Illinois

electric industry that electric utilities have

filed single billing credits as a provision of
their single billing service?
A 1'm-- generally, yes, I'maware of that.

Q On line 313 of your surrebuttal testinony,
you di scuss the proposal regarding a 5-day
paynment remttance period. Do you see the answer

you give begi nning on |ine 3137
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A, Yes.

Q Wth respect to the further hardship that
you referenced, you have not quantified this
assertive further hardship in your testinony;
have you?

A. W have not quantified it, no.

Q Now, with respect to the paynent
assurance, if | understand your testinony, the
Conpany has agreed to Ms. Merola's suggestion
that the performance assurance under Ri der SBO
shoul d be based upon a good faith estimte of the
SVT suppliers obligation; is that correct?

A, Yes.

Q However, the Conpany wants to be the party

to determine this good fai th estimate; is that

correct?
A. Correct.
Q In your testinony -- in your surrebutta

testimony, you do not explain howthis will be
cal cul ated; do you?
A, No.

Q Are you aware that in the electric
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i ndustry in Illinois, the Comm ssi on has adopt ed
this identical provision for use under the SBO
tariffs of Illinois electric utilities?

A Yes.

Q Is the Conpany opposed to individually
reachi ng an agreenent with any SVT suppliers
regardi ng the process and nmanner in which data is
submtted el ectronically?

A. W do currently get input fromsuppliers
about the electronic transm ssion process that we
currently use in enrollnent and the LDC billing
option, so we do take input, but it does need to
be consistent across all suppli ers.

Q Have you presented in this proceedi ng any
survey or analysis regarding the potential for
customer confusion if a final bill is issued
prior to a custonmer beginning service under the
Choi ces For You Progranf

A No.

Q Do you know approxi mately how many Rate 1
bundl ed service custonmers currently maintain past

due bal ances?
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A. | don't know.

Q Do you know how nany Rate 2 customners had
past due bal ances for bundl ed service at the tine
t hey began service under the Choices For You
Pr ogr anf?

A. | don't know.

Q Does the Conmpany have procedures for
col l ection of past due bal ances?

A, Yes.

Q Does the Company utilize outside
contractors for this function?

A. Bventually, yes.

Q Do you know how many accounts the Conpany
has di sconnected for non payment of bundl ed
service charges after switching to the Choices
For You Progranf

A. | don't know.

JUDGE SHOMIS: Of the record for a second

(Di scussion off the record.)
BY MR FEIN:
Q Are you aware of how many accounts of

di spute -- how many accounts have disputed, if
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any, their outstandi ng bundl ed service bal ances
after switching to the Choices For You Progranf

A. | don't know.

Q Does the Conmpany maintain a list of the
custoners that have bal ances due for bundl ed
servi ce charges?

A. There would -- that information is in our
custoner information system

Q Have you proposed any process by which an
SVT supplier could obtain this information with
respect to past due bal ances of the bundl ed
servi ce custoners?

A. It is not the Conpany's position to give
that information out to suppliers.

JUDGE ZABAN. Excuse nme, M. Fein. [If the
Conpany has the informati on on who has past due
anounts and the person signs up for the Choices
Program and they have a past due anount, wll the
Conpany attenpt to collect that past due amount
before they allow theminto the Choi ces Progranf

THE WTNESS: No

JUDGE ZABAN: So people won't be rejected
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merely because they have a past due ampount at the
Conpany, is that correct?

THE WTNESS: Right.
BY MR FEIN:

Q | believe that the alternative proposa
that you provided in your surrebuttal testinony
says the exact opposite of the same answer you
just gave to Judge Zaban

A No. W're still -- in the alternative
proposal that | put in ny surrebuttal testinony,
woul d still allow a custoner to enroll in the
program but they would not be allowed to use the
suppliers in the billing option

Q And the supplier would not know that this
custoner has an outstandi ng bundl ed service
bal ance until when? How would the supplier be
notified of that?

A. They'd be notified at the time enroll ment
was accept ed.

Q So the supplier submts an enrollment for
a custoner; on that enrollnment, the customner

elects to receive single billing service fromthe
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supplier; that's submtted in enrollnment; and
t hen what happens if that custoner has an
out st andi ng bundl ed bal ance?

A, Overnight it's processed. W would notify
the supplier the next norning that the enroll nment
was accepted, but that they would need to be
billed by either dual billing or LEC billing
options or whatever the supplier choos es.

Q Wuld it provide any other information
regardi ng this past due anount?

A. W would not give out the anpbunt that is
past due, no.

Q Wuld you adopt the sanme policy if the

custoner was disputing that anount?

A W could -- | wuld assunme that if it was
under dispute we mght have a different -- you
know, may not restrict themfromsuppliers, I'm

not sure. W haven't discussed that yet.
Q In other words, this hasn't been
conpl etely worked out yet?
A. R ght. D sputed ...

MR FEIN It's a good tinme to take a break
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JUDGE SHOMI S: W' || break until 11:20 and
then -- when -- we'll proceed for maybe
approxi mately an hour or so and try to break at a
sonmewhat nornal tinme for |unch

(Recess taken.)

JUDGE SHOMI S:  You may continue, M. Fein,
wi th your cross-exani nation.

MR FEIN.  Thank you, Judge.

BY MR FEIN:

Q | wanted to ask you now sone questions
regardi ng the Conpany's LDC billing option

A Ckay.

Q As | understand your surrebuttal testinony
under the LDC billing option, the people --
Peoples will not include the SVT suppliers |ogo
on the bills that they issue, correct?

A. Correct.

Q And you al so discuss in your surrebutta
testinmony the ability of the Conpany to send
daily remittances of paynments and | think you
indicate that that's -- you plan to do that, but

your testinony is silent on when, exactly, you
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plan to offer that?

A Wll, inny testinony | do say we will do
it before the inplenentation of Rider SBO i f
that's required of us -- regardl ess, we are going
to nove to daily. W're in discussions --

i nternal discussions right nowto nove that
process ahead.

Q. Under the LDC billing option, how many
rate codes woul d the Conpany all ow SVT suppliers
to utilize?

A. Currently under LDC billing options, a
supplier create up t o 10 charge line
descriptions. They can display up to 7 lines on
a custoner's bill.

Q So if | understand your answer, are there
no limtations on the different types of rate
codes that any one supplier could use under this
option?

A. There's no limt in the type, but there's
alimt in the nunber.

Q On any one bill?

A Wll, there's alimt. You can only have
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up to 10 even distinguished. 1In other words, the
suppliers will send to us the charge line
description that they'd |like displayed on the
bill and they can give us up to 10 of those and
we put those into our custoner information system
and the supplier can draw upon any of those 7 for
any customer on any bill.

Q How often can SVT suppliers change the
rate codes under the LDC billing option?

A.  As often as they'd like, although, we
woul d need some notice to make that change.

Q Do you have any idea as you sit here
t oday, you know, how much notice you woul d need
to make changes?

A. Currently, | would say at |east one week.

Q So, for example, if a supplier offers a
vari abl e product, variable rate product, can the
suppl i er change their rate code each nonth under
the LDC billing option?

A, Yes.

Q I'mgoing to ask you one other billing

question. Wen you discussed on Pages 19 to 20

94



10

11

12

13

14

15

16

17

18

19

20

21

22

of your surrebuttal testinmony the reasons why you
bel i eve that the Conpany will not realize any
savings if a supplier issues a single bill

woul dn't one option to reduce or elimnate the

i nposition of costs be to enter into a

recei vabl es agreenent with an SVT supplier?

A. It could reduce sone of the costs but not
all of them

Q Could reduced costs relate to credit and
col l ection, for exanple?

A, Yes.

Q If you could turnto the lines 130 to 139
of your rebuttal testinmony where you di scuss
i ntbal ances. On those lines you discuss N cor
Gas' over and under delivery charges, is that
correct?

A, Yes.

Q And it is correct that the Company does
not possess any specific information or details
regardi ng specific instances under the Customner
Sel ect Program of N cor where the over and under

delivery charges have failed to deter SVT
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suppliers fromnon performance; correct?

A. Correct.

Q If there is a question regarding the
Conpany' s cal cul ated consunption that is used for
billing, would Peoples allow an SVT supplier to

audit the consunption figures?

A. | believe that was also in the data
request. | don't know what the supplier would
audit. | nean, the way we would estinmate

consunption for the Choices For You Program SVT,
woul d be the sane as we estinmate for the bundled
servi ce.

Q And you use historical consunption
figures?

A. No. W use heat factors and base factors
as well as actual degree days or forecasted
degree days.

Q And is it correct that at this tine the
Conpany is not specifically identified or
quantified by time and cost the additional
programm ng that would be required to inplenent a

wei ght ed average daily cash out price?
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lines 87, | believe, to 89, you discuss sone of
M. lannello's criticisnms regarding the tiering
of charges. Do you see that?

A, Yes.
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even -- they apply equally whether there is an

over delivery or under delivery by an SVT

suppl i er;

A

is that correct?

Yes.

Q And these charges apply even if an over

delivery benefits the safe and reliable operation

of the distribution systemas a whol e?

A

mean on a non-critica

Q

Yes.

Yes. And al |

That's correct.

this, I assune, you

day?

On lines 294 through 296 of your

surrebuttal testinony you

indicate that it's

difficult to distinguish assets that are used for

bal anci ng.

A

Do you recal

Yes.

that testinmony?
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Q You have not presented any analysis or
study regardi ng these assets in this proceeding
have you, other than that statement on those
lines of your testinony?

A. | haven't, no.

Q And on lines 403 to 404 of your
surrebuttal testinony you indicate that the
structure of the daily inbal ance charges are
simlar to the daily inbal ance charges set by
Interstate Pipelines, do you recall that
testi mony?

A, Yes.

Q Can Interstate Pipelines force Peoples Gas

to purchase storage on the pipeline systenf

A No.

Q Does the Federal Energy Regul atory
Conmi ssi on require Peoples Gas to purchase
storage on the Interstate Pipeline Systenf

A No.

Q Does the Company have any other rates or

riders under which third-party suppliers nom nate

gas supplies on behal f of pool s?
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Yes.

VWhich rates and riders are those?

> o >

Ri ders FST, SST, and LST.

Q And under those three riders, do
third-party suppliers have the option of trading
i mbal ances when gas supply nomi nations differ
from actual usage?

A. | believe -- yes, they do.

Q And the Conpany has operational functions
and admi nistrative functions that are set up to
accomodat e this inbal anced trading, is that
correct?

A, Yes.

Q And in your testinmony in this case you
have not presented any anal ysis or study of costs
that woul d be i nposed upon the Conpany with
providing SVT suppliers the ability to trade
i mbal ances under the Choices For You Program is
that correct?

A. Correct.

Q Now, with respect to the requi red daily

delivery quantity, could an LDC using the
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algorithmto determne the required daily
deli very quantity artificially inflate the
forecast during the winter nonths? Is that
possi bl e?

A No.

Q If an LDC artificially inflated the
required daily delivery quantity, would that
force suppliers to over deliver?

A If autility did that, | suppose so, yes.

Q If that occurred will an LDC benefit
financially?

A. | don't know | would assune it would
depend.

Q On the charges?

A.  On the narket conditions..

Q Are you aware that Colunbia of Chio has a
daily send out curb that's based on the weat her
forecast and the utility algorithmfor suppliers
to deliver that are subject to change each day?

A No.

Q Onlines 203 to 285 of your surrebutta

testimony you indicate that costs for additiona
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storage days are recovered from SVT suppliers, do
you recall giving that testinony?

A, Yes.

Q Is this is service that SVT suppliers have
asked for?

A.  Excuse ne, did you say surrebuttal or

rebuttal ?
Q | think I said surrebuttal.
MR KELTER | think you' re mxing surrebuttal

with rebuttal.

THE WTNESS: It's indirect.

MR KELTER I'msorry, did you say it's
i ndirect?

THE WTNESS: Indirectly | do talk about the
storage days and the costs around |ines 282 and
beyond, is that what you were referring to?

BY MR FEIN:

Q Yes, I'msorry. Now, is this storage
service a service that SVT suppl iers have asked
t he Conpany to offer?

A. Have asked themto what?

Q Is this a service that SVT suppliers have
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asked, the Conpany to offer as part of this
pr ogr anf?

A.  Suppliers have asked for nmore storage than
t he current program provides.

Q And who are these suppliers that have
asked for those services?

A.  The participating suppliers.

Q Al of then?

A. 1 don't believe all of themspeci fically
asked for it.

Q And when did they ask for it?

A.  Throughout their participation with the
program over the years.

JUDGE ZABAN: Ar e these witten requests or
oral requests?

THE WTNESS: Oal requests. | don't have
anything in witing.
BY MR FEIN:

Q Has The New Power Conpany asked for these
servi ces?

A No.

Q Has Doninion Retail asked for these
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servi ces?

A No.

Q Wit if a narketer doesn't need or doesn't
want this additional storage, are they required
to pay for this storage under the progranf

A, Yes.

Q Do Rate 1 custoners currently pay for
storage through their base rates under bundl ed
service?

A, Yes.

Q And if a custonmer selected an SVT supplier
that has access to its own storage, this custoner
woul d be required to pay tw ce for storage
service; isn't that correct?

A.  Yes.

Q | believe the total custoner education
costs that the Conpany is seeking to recover
under its tariffs in this proceeding are
approximately $1.3 mlli on, is that correct?

A.  That sounds correct.

Q This $1.3 mllion in custoner education

costs, would this only be inposed upon custoners
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who enroll in the progran?

A Actually, it would be recovered through
charges charged to suppliers

Q And won't cust omer education nmaterials be
sent out to all Rate 1 custoners?

A, Yes.

Q WII these materials be designed by the
Conpany?

A, Yes.

Q WIIl these materials be designed with
i nput from SVT suppliers?

A.  There could be input from suppliers.

Q Wuld you agree to receive input from
suppliers on these customer education costs that

you seek to recover fromthese SVT suppliers?

A In the educati onal material s?
Q Yes.
A, Yes.

JUDGE ZABAN. More inportant, would you
consi der the input?
THE WTNESS: W do consider input from

suppliers, yes.
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BY MR FEIN:

Q Wuld you agree not to inpose these
charges on SVT suppliers if you did not agree
wi th some of the suggestions for revisions that
the suppliers do?

A No.

Q | didn't think so.

Earlier in your testinony you di scussed
sone -- in your oral testinmony here today you
menti oned that sone Choice Prograns that you are
famliar with had m ni numstay requirements. Do
you renmenber that answer?

A, Yes.

Q And what prograns were you referring to?

A \Well, for exanple, Northern Indiana Public
Servi ce Conpany.

Q \Were there any others that you had in mnd
when you nade that statenent?

A. Not off the top of my head, no.

Q Do you know how successful the N PSCO
Program has been? Do you know how many custoners

are participating?
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A. 1 don't know currently how many are
partici pating.
MR FEIN No further cross.
JUDGE ZABAN: | have a coupl e questions about
M. Fein's cross for the purposes of continuity.
EXAM NATI ON
BY
JUDGE ZABAN
Q M. Egelhoff, you had indicated that you
determ ned that -- about -- you figured about 9
percent of the current users would be made part
of the Choice For You Program is that correct,
initially?
A. Could be eligible.
Q Could be eligible.

And that was based upon you -- | believe
you said you took into consideration the
suppliers, is that right?

A.  The gas supply consideration
Q Now, does the gas supply consideration
does that nean t hat based on your answers or your

dealings with the six couples that are currently
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eligible that's all they could supply ?

A No. It's actually the Company's gas
supply consideration, you know, the assets that
we currently have under contract w th pipelines
and suppliers and storage f acilities. The
concern is stranded costs.

Q But I'm-- but are the -- of the six
suppliers who are out there, are they currently
able to supply nore than 9 percent of the people?

A.  They coul d have, possibly.

Q kay. You indicated that in making this
determ nati on when you had this workshop that
only three showed up and t hat three others -- you
sent themmaterials to, correct?

A, Yes.

Q O the three you sent materials to, how
many responded?

A. | actually followed up with them through
phone calls and asked if they had questions, so
did talk to each of them

Q kay. D d they provide you with any

addi ti onal input?
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A. Not specifically input that I can recall
no.
JUDGE ZABAN: That's the only questions | had

on that subject.

JUDGE SHOMI S: | have a follow-up question
EXAM NATI ON
BY

JUDGE SHOWI S:

Q Wth regard to the gas supply
consi derations which were the driving force, |
assunme behind the enrollnent limts --

A Mm hmm

Q -- could you just briefly describe how you
took theminto account. Did you perform sone
kind of quantitative analysis and then cane up
with the limts? In other words, if you were
going to have limts, obviously, there could be a
di fferent nunber of custoners that would be
eligible the first year, the second year and the
third year and I'mtrying to understand how
preci se you were in arriving at the figures for

enrol I ment during the first three years and
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taking into consideration gas supply
consi derati ons.

So just briefly describe how you t ook
that into account and how that |ead you to the
limts that Peoples Gas is proposing.

A, Actually, | wasn't directly involved in
any of the analysis, but we did have di scussions
wi th our gas supply department and gas supply
planning. | wouldn't be the best person to
answer that.

Q Well, what departnment of Peoples Gas came
up with the limts then?

A It was -- rates departnment as well as gas
supply departnent worked together, the gas supply
would -- they're the ones who take into account
the gas supply considerations to determn ne
what - -

JUDGE ZABAN. Do you know if there was one
person who was in charge of this?

THE WTNESS: No, there was a group. There
was a group.

JUDGE ZABAN: Just so ny edification is, so
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based on the Conpany's capacity, the initial 9
percent was determined, is that correct? It had
nothing to do with what the suppliers could
provi de.

THE WTNESS: Correct.

JUDGE ZABAN: What changes in the second year

that allows the Conpany to go from9 percent to

16 percent.
THE WTNESS: | don't know the specifics, but
there would be -- probably some contracts that

woul d expire or sonething would change within our
gas supply or transportation contracts.

JUDGE ZABAN: |If you don't know that's al
right.

THE WTNESS: | don't know the specifics
JUDGE ZABAN: And then, supposedly sonet hing
else will happen -- so these are -- your capacity
to expand, then, is based upon contingencies; is

that correct.
A.  Yes. To expand the enrollnent you nean?
Q Right.

A Yes
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BY JUDGE SHOMI S:

Q If I understand your testinony, the rates
departnment relied on sone sort of an analysis --
did you say the planning -- what was the nane?

A.  Gas supply planning departnent.

Q They relied on the analysis fromthe gas

(2]
c
o
°
<
1

A.  Gas supply, right.

Q =-- I'mkind of anal retentive here,
can't renenber the name of the departnment, but
t he departnent that takes into account gas supply
consi derations, the rates departnent relied on
sone sort of analysis --

A, Input fromthem

Q -- or input, but you're not -- you're not
aware, specifically, of what that input was?

A WVell, I"'mnot aware specifically on the
details of what they | ook at or consider .

JUDGE SHOM1 S: Ckay. | have some ot her
questions, but | think I'lIl ask themafter the
remai ning cross since it doesn't pertain to this

i ssue.

111



10

11

12

13

14

15

16

17

18

19

20

21

22

M. Kelter | believe you said you had
two questions.
CRCSS - EXAM NATI ON
BY
MR KELTER

Q Yes. If you turn to Page 10 of your
direct testinmony at the top of the page, |ine 195
and this is your testinony from 01-0469.

A Ckay.

Q You layout here two proposals for how a
custoner would be billed if they switched to an
SVT supplier, either they would get a bill from
the SVT supplier or under the LDC billing option
they woul d get a bill from Peoples that include
the SVT supplier charge; correct?

A. Correct. The first would be they'd
receive a separate bill fromthe supplier and a
separate by fromthe utility, yes --

Q Right.

AL -- or asingle bill fromthe utility.

Q Now, if they choose Peopl es Energy

Services as their supplier under that first
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proposal, would they receive a separate bill from
Peopl es Gas and a separate bill from Peoples
Energy Services?

A. Correct, yes.

Q And they would cone in separate envel opes?

A, Yes.

Q Under the second, if they received one
bill under the LDC billing option, that woul d
al so contain the Peopl es Energy services charge
on the sane bill as the Peoples Gas charge;
correct?

A.  Just as any other supplier, yes.

Q Under each -- well, under that -- under
the LDC option, would people make out two checks
or one check?

A.  One check

Q And it would be made out to who?

A. Peoples Gas -- to Peoples Energy. | don't
wite a check to them..

Q Currently, it's ny understanding that the
checks are -- if you' re Peoples Gas Conpany, it's

nmy understandi ng that the checks are made out to
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Peopl es Energy, is that correct?

A

Q

That's correct.

So, under the LDC option, if sonmeone was a

Peopl es Energy Services custoner, who would

the --

there woul d be one check made out to

Peopl es Energy; is that correct?

A Yes, just as it would under a bundl ed
service as well; not just because Peoples render
services -- charges..

MR KELTER  Ckay.

JUDGE SHOMI S: Are you done?

MR.

KELTER  Yes. Thank you

JUDGE SHOM1S: M. Minson?

MR.

MUNSON:  Thanks. M. Fein was pretty

conprehensive in a good way and --

MR.

Q
Dom ni

and |

FEIN. | appreciate that.

CROSS - EXAM NATI ON

BY
MR MUNSON:
My name is Mke Muinson. |'mrepresenting

on Retail for purposes of these questions

want to ask for your responses to both --
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inregard to both cases and if there are any
di fferences, please state so.

A Ckay.

Q A follow-up on the over and under delivery
i mbal ance charges, did you | ook to other
experiences in -- any other experiences in other
states to come up with those charges?

A. You nean the tiering?

Q Yes.

A.  Yes. Northern Indiana Public Service
Conpany in Indiana is one exanple as well as
Pi pel i nes and how they structure their
i mbal ances.

Q D d you look to Nicor Gas' Custonmer Select

Pr ogr anf?
A No.
Q Are you famliar with their -- strike
t hat .
Let me back up a second. Is it your

testinmony that you did not look to N cor Gas'
programto assist you in the construction of your

own progranf
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A No. W did. | nean, we are famliar with
the Nicor Gas Program and we do take into acc ount
their programif there's simlarities that we can
use.

Q kay. But in the case of over and under
delivery inbal ance charges, there are differences
between the two prograns; is that correct?

A As | stated in ny testinmony | don't
remenber if it was rebuttal or surrebuttal, we
feel that N cor Gas' inbal ance structure, daily
i nbal ance structure, isn't enough to deter
suppliers fromover and under delivery .

Q | understand that that's what you feel ny
question is -- | just want you to recognize that
there are differences.

A, Yes.

Q And the differences -- which programdo
you feel is nore intolerant of delivery
i mbal ances?

A.  You nean the way we've proposed it versus

the way Nicor Gas --

Q Operates, yes.
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A, -- operates. | would feel that the way we
propose it would be nore intol erant.

Q kay. Concerning your Rider AGC or AGG?

A AGG
Q AGG
And | just -- | wanted to ask you a

coupl e of questions on that. Can you give nme an
exanpl e of when the utility would be entitled to
interrupt or curtail the deliveries of SVT
suppl i ers?

A I'm-- to be honest, I"'mnot as famliar
with that.

Q Wuld M. War be nore appropriate?

A, Yes.
Q That's fine. 1'll ask those questions for
M. Wear.

Am | to understand your testinony --
strike that.

Am 1 correct that when | state that the
Conpany prefers consolidated billing process
that's handled by the utility?

A, Yes.
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Q And would it be fair to say that the
process that was proposed by the Conpany is a
bill -ready systenf

A Yes.

Q Now, aml correct if | state that under a
bill -ready systemthe function of that woul d be
the utility would transmt custonmer data to the
supplier, the supplier would calculate their
portion of the bill, submt it back to the
utility and the utility sends it to the custoner?
Is that a fair statenent?

A, Yes.

Q AmIl to understand your testinmony that the

Conpany woul d not be opposed to inplenenting a

rate-ready billing protocol ?

A Well, if it was deened that suppliers
woul d take advantage of it. | mean, we
haven't --

Q Are you aware of any suppliers that woul d
like to see Peoples inplement a rate-ready
billing protocol ?

A.  Just one.
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Q Wuld that supplier be Dom nion?
A, Yes.
Q Now, would you agree with nme that the

suppliers that will be serving in Nicor's

Custoner Select Programwould -- are likely to be

the sanme suppliers that's served in Peopl es

pr ogr anf?
A. | woul d nost |ikely agree, yes.
MR. MUNSON: | have no further questions.
M5. HU ZENGA: | just have a couple.
CRCSS - EXAM NATI ON
BY
M5, HUI ZENGA:
Q I'mlooking at your Exhibit C which is
your rebuttal testinobny. On Page 29 -- and I'm
sorry, | didn't introduce nyself. |'m Karen

Hui zenga from M dAneri can
In here you tal k about certain bil
i nserts that a Conpany uses, | assune, for

bundl ed service fromthird parties, is that

correct, bill inserts froma third-party vendor

that apparently gets themfrom --
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A. Yes, we do use a third-party vendor that
would allow third parties to include bil
i nserts.

Q WII you be doing this in the SBO option

that the Company is planning to offer? In other

words, will these bill inserts appear in a single
bill?

A, If the supplier issues the single bill?

Q No, if the Conpany does, |'msorry.

A. Oh, the LDC bil I'ing option?

Q Yes.

A No -- well, the Conpany -- in ny

surrebuttal testinony, we agreed that we would
not require suppliers to include our bill inserts
in the SBO Ri der

However, we woul d al so not incl ude

supplier's bill inserts in our LDC billing option
or bundled bill.
Q However, these, | believe, are third-party

advertisements. Can they be from anyone about
anyt hi ng?

A. No. There were sone guidelines. | don't
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know the guidelines in particular, but one of
those is no SVT supplier has ever or -- currently
we have no plans to allow an SVT supplier to

pl ace an advertisenent in a bill issued by the
Conpany.

Q Wuuld you expect that the Conpany woul d
change their tariff if they were going to change
their mind on if they were willing -- allow ng
the suppliers to put advertisenments into bil
i nserts under the Conpany option?

A 1 don't think it would be necessary to
change the tariff.

Q kay. One question on Page 34 of the sane
testinmony -- this would be when you were
responding to the -- in regards to -- essentially
you tol d about some di scussions wth DECCA, the
Departnent of Commerce and Community Affairs, on
how you set up paynents for lively paynents.

A, Yes.

Q D d you, at the tinme when t he Conpany was
speaki ng wi th DECCA, explore the option of DECCA

actual ly sendi ng paynents separately or
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sending -- or dividing the noney so that certain
anounts would go to the utility and certain
anmounts would go to the supplier?

A. | have not been involved -- | know there
have been di scussions with DECCA separately from
this. 1 have not been involved in those
di scussi ons.

Q Al you knowis that they did agree to
this particular nmethod, correct?

A.  Yeah. They had tentatively agreed at the
time of this testinmony. | don't know of the
particulars, but I do know we signed an agreenent
with DECCA this year. But as far as | knowit's
still through the utility -- the distribution of
t he funds.

M5. HU ZENGA: No further questions.

JUDGE SHOMI S: | have sonme questions.
EXAM NATI ON
BY

JUDGE SHOW S:
Q In the proceeding -- addressing the N cor

Cust oner Sel ect Programrehearing was granted on
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certain limted i ssues and one of the issues
concern the timng of certain events.

So |l want to try to clarify the
Conpany's position concerning the timng of
certain events because you nention in your
testinmony if certain positions are taken that are
opposed by the Conpany -- and -- speaking of
Conpany, 1'I1 just group North Shore and Peopl es
Gas together -- that there may be sone delay in
program i npl enent at i on.

So | just want to explore that a little.
| believe you start out with A proposed
i npl enentati on date of May 1st, 2002, if the
Conpany' s proposals are approved by the
Commi ssion; is that correct?

A. Correct.

Q Then in your rebuttal and surrebutta
testi nmony you express certain concerns, | guess,
primarily with regard to the areas covered by
Staff Wtness lannello. |[If you turn to your
rebuttal, | believe it's line 147 -- |I'msorry,

that's not right.
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Ckay. It starts in your answer to, |
beli eve, an area that M. Fein inquired about,
the inplenmentation of a weighted average daily
cash out price and your answer begins on line 170
and it goes through line 176.

Let's -- specifically focusing on that
issue, if the Commi ssion determnes that there
shoul d be a wei ghted average daily cash -out
price, you indicate on lines 170 through 172 that
it would require additional progranm ng which
could delay programinpl enentation and then you
tal k about the adm nistrative burdens |ater.

So just strictly focusing on timng --
first of all, you use the word "could" so |I'm not
sure by that word you're indicating that it's
possi bl e there would not have to be program
i npl enentation, so | need sone clarification.

If the Commission were to determne that
t he Conmpany shoul d i npl enrent a wei ghted average
daily cash-out price, how would that affect the
proposed May 1, 2002 inpl enentati on date?

A.  The Conpany hasn't specifically quantified
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each of -- you know, like the timng inmpact on
this change. | couldn't imagine -- if this was
the only change that was required that was
different fromour proposal, | couldn't inmagine
that it would delay the inplenmentation of My
1st, 2002.

Q GCkay. Then in your surrebuttal testinony

you nention other issues covered by Staff Wtness

lannello, that's | -a-n-n-e-1-1-0, and I'm
speci fically tal king about your answer -- the
question that begins on line 156, | believe it's

on Page 8 of your surrebuttal

And in your answer you're kind of
tal king in general terns about what you
characterize his substantial changes and then you
mention the Conpany may need to request
additional tine to revise its technica
applications if M. lannello' s reconmend ati ons
are accept ed.

| need a little more clarity with regard
to which of his changes you believe woul d somehow

delay the May 1st, 2002 target inplenmentation
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date since you seemto be tal king generally about
his proposal s there.

A. | believe here | was r eferring to the
carry-over that M. lannello had proposed.

Q Carry-over of inbal ances?

A, Yes.
Q kay.
A. Again, | don't see that having a

significant inpact on delaying the May 1, 2002.
However, all of his proposals, you know, were --
it could -- at this tine | don't have a specific
time that | could qualify...

Q | see sonewhat of a dilemma because -- if
t he Comm ssion were to adopt sone of
M. lannell o' s proposals but, perhaps, reject
others, | still would assunme that the Comm ssion
woul d want to specify sone sort of inplenmentation
dat e.

In other words, if there had to be a

delay in the May 1st date, | find it hard to
bel i eve that the Conmi ssion would just say, Well,

the inplenmentation date will be whenever the

126



10

11

12

13

14

15

16

17

18

19

20

21

22

Conpany determines that it can make the necessary
progranmm ng changes to inplenent, for exanple,
M. lannello' s recomendati ons.

What solution do you have to this
uncertainty?

A. Could | give you a range? | nean, | would
assunme it would be no nore than six nonths.

JUDGE ZABAN: So let's assune that we adopted
all of M. lannello's changes. Wat you're
sayi ng, then, Novenmber 1st would be a realistic
date to inplenent all the changes; correct?

THE WTNESS: Correct.

JUDGE ZABAN: Working back fromthat, all
right, which of M. lannello' s changes do you
t hi nk woul d be the nost disruptive in terns of a
Staff issue on the May 1st date if they were
accept ed?

THE WTNESS: Probably the carry-over. The
daily tiering probably would not have a
significant inpact. |If he, you know, | think his
proposal was nore of what N cor Gas' proposal

Wwas.
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BY JUDGE SHOMI S:

Q If you want to talk sone tinme to review
hi s changes, just go ahead; but | think it's
i nportant for the record to reflect the proposals
of M. lannello's that you definitely believe
will result in sonme del ay.

JUDGE ZABAN: Let ne suggest this, M.

Kl yasheff:

If you have no objection, we can all ow
Ms. Egel hoff a little tine to review and give us
an answer and then we can go on with the next
wi tness and then call her back to just finish up
on that; how s that?

JUDGE SHOMI S: That's fine. Rather than have
you | ook over things for five or ten m nutes
while we're waiting --

JUDGE ZABAN: This way you can be free to take
your tine to do what you have to do.

THE W TNESS: Ckay.

BY JUDGE SHOMI S:
Q | want to turn, then, to another subject,

the single billing option for the SVT suppliers.
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Staff Wtness Schlaf, S-c-h-I-a-f, distinguished
between single billing through account agency

whi ch he indicated could be inplenented within a
very short period of time versus the adoption of
a single billing option tariff which would be
sonething simlar to R der SBO

Just so I'mclear, single billing
t hrough account agency coul d occur through a
supplier offering single billing or soneone ot her
than a supplier becom ng an agent for purposes of
single billing; is that correct?

A.  Yes. By changing the bill recipients.

Q Rght. To whomwould -- if the Comm ssion
determ ned that Rider SBO shoul d be inpl enented,
ei ther as proposed by the Conpany or with certain
revisions, how would that affect single billing
t hr ough account agency?

In other words, would account agents
have to conply with everything that is in Rider
SBO?

A. That's the Conpany's proposal, that any --

wel |, any SVT supplier who wishes to include the
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Conpany's charges on its billing issues and it
shoul d conply with Ri der SBO or sonething
simlar.

Q Wat if there is an account agent that
wanted to issue a single bill and woul d not
necessarily be an SVT supplier, in other words, a
custoner designates sone entity to be its account
agent, what's your position with regard to single
billing through an account agency by an entity
that's not an SVT supplier?

A. Wll, the Conpany currently allows --

currently has -- so that customers coul d
desi gnate someone be the bill recipient other
than thenmselves. [It's just that right now we

don't allow themto have an SVT supplier to be
that bill recipient.

So if another -- if an account agent
wants to receive the custoner's bill, it's doable
t oday.

Q So if I understand then, if the SVT
supplier is to performthe single billing, it

woul d be pursuant to Rider SBO and if an entity
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ot her than an SVT supplier through account agency
wanted to do single billing, the Conmpany woul d
not have any objection to that being allowed in
conjunction with the date that the changes to the
program are i npl enent ed?

A. Right. There would take sone -- it would
take sone time to change a person's bil
reci pi ent dependi ng on how many customers choose
to go to an agent.

Q | think Dr. Schlaf referred to a snal
amount of tine.

A It would be relatively small.

Q Do you agree generally with what he said?

A, Yes.

Q Now, | have a -- going to a timng
question and it's focusing strictly on R der SBO
if the Commi ssion determ nes that a single
billing option should be allowed through a tariff
such as Rider SBOw th or without changes to the
proposal of the Conpany, what would you believe
shoul d be the effective date for Ri der SBO?

A, \Well, assuming that the Conpany's proposed
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Ri der SBO i s approved and based on prelimnary
di scussions with our IT Departnent, | believe we
can do that within, you know, six-nonth period
after an order is granted.

If, however, sone of the proposals made
by the intervenors or Staff were approved, it
could take up to an additional six nonths to do.

Q I'dlike for you to answer this question
and if you can do it right away, you can do it
now or el se maybe you can cone back: Which of
the proposals by Staff or intervenors with regard
to Rider SBOwuld require up to an additi onal
si x nont hs?

If that's sonething you' d rather take
sone time to look at, I'd like for you to cone
back and answer that.

A, Yes.

Q Sticking with Rider SBO | knowit's the
Conpany's position that there shouldn't be a
credit, enbedded cost -based credit, associated
with that rider.

What is the Conpany's position with
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regard to that, that the Conm ssion shoul d

concl ude based on the record that's before us now
that there should not be a credit? 1Is that what
t he Conpany's proposal is?

A, Yes.

Q If the Comm ssion decides that there's not
enough in the record to determ ne whether there
should be a credit, what do you propose should
happen, that this issue would have to be expl ored

on rehearing or somehow expl ored in sone ot her

manner ?

A I don't know. |I'mnot famliar with the
process.

JUDGE SHOMIS: | think I'Il -- to be fair, |
think I'll ask the same question to the witnesses

that are advocating sone sort of SBO enbedded
cost -based credit, because that's another area
where there's some uncertainty with regard to how
it affects timng.
BY JUDGE SHOWMI S:

Q | just have a couple of other questions.

Wuld you turn to your rebutta
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testinony on Page 5, and focusing on |ines 93

t hrough 100, here you're commenting on the
proposal of two witnesses to elimnate the
current 50 cents per thermnon-critical day
charge; and on lines 97 through 98 you conment on
commodity prices in different geographic nmarkets
varying to sone extent.

Wul d you el aborate a little on what the
Conpany's experience has been with regard to how
commodity prices in different geographic markets
have vari ed?

A Actually, | believe M. War discussed
nore of this in his surrebuttal

JUDGE ZABAN: Did you have any data to show
that the price of gas varies in different markets
and woul d cause the suppliers to go to those
mar ket s where they get nore for their gas?

THE WTNESS: | don't know about that, but I
assune M. Wear m ght.

JUDGE ZABAN: Ckay. [|I'mjust assuming -- you
made the statenent so you nust have gotten the

i nformati on from soneone?
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THE WTNESS: Right.

JUDGE ZABAN: Whiere did you get that
i nformati on fron?

THE WTNESS: Speaking with the gas supply
department and spoke to M. War.

BY JUDGE SHOMI S:

Q Just a couple questions with regard to the
standards of conduct that certain parties believe
shoul d be part of the tariff.

Is it correct that the Company's
opposition to the inclusion of standards of
conduct is primarily based on its opinion that
t he Conpany cannot investigate any all eged
viol ations or enforce the standards of conduct?

A. Correct.

Q Is there any other reason why the Conpany
i s opposed to inclusion of a standards of
conduct? In other words, is that the sole
reason?

A. | believe so, yes

Q So you haven't taken a position that the

standards of conduct proposed by, | think at
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least Staff in this proceeding, are inappropriate
standards, it's mainly a problemw th enforcenent
of violations?

A.  Correct.

JUDGE SHOMIS: | think that's it, but let me
just check one thing.

Ckay. That's all 1 have.

MR FEIN Wth all due respect with the
addi tional questions that the Judges have asked
Ms. Egel hoff and have provided her the
opportunity to respond after we break, | would
ask your indul gence to reserve the right to
cross-exam ne her on issues that we would believe
are, you know, beyond the scope of surrebutta
t esti nmony.

The wi tness had the opportunity to

di scuss any inplenmentation delays that would be
presented by adoption of its Rider SBOit
proposed it in the rebuttal testinony. O her
i ntervenors are prejudi ced by not having the
opportunity to respond to that.

So | would ask for your indul gence to at
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least allow -- | don't know what you call this --
recross after this additional supplenenta
surrebuttal or whatever it is that M. Egel hoff
is being allowed to --

JUDGE SHOMIS: W'l allow sone | atitude, but
I think it's nmore inportant that we get nore
specificity concerni ng sonme possible delays. |
also think it's fair -- it will be fair for Staff
and intervenors to inquire further if they need
sone further explanations.

JUDGE ZABAN: And al so, by way of expl anation
M. Fein, irrespective of what her answer is,
it's not going to effect our opinion on whether
or not to inplement these things. |It's just
merely -- at some point we anticipate being asked
by the Comm ssion what affect, if any, it's going
to have and we need to be able to respond to them
in tinme.

MR FEIN No, | understand. |It's obviously
Judge-rel at ed

JUDGE SHOMIS: Right. | would assume the

Conmi ssion would -- if there is going to be a
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del ay beyond the May 1st, 2002 date, | would
assune that the Comm ssion would want to specify
sone date rather than | eave it uncertain and
that's the reason for trying to get some nore
speci ficity about possible del ays.

M5. KLYASHEFF: Your Honors, on the subject of
addi tional cross on that question, M. Egel hoff's
testinmony indicated the potential for delays. |
do not see how your questions raise matters that
could not have been raised on cross by Staff or
intervenors on their owm. That's why | am
uncertain of why additional cross would be
appropriate at that point?

JUDGE ZABAN. W -- that -- M. Fein will ask
only germane and pertinent questions.

MR KELTER 1'd like to respond to that.

JUDGE ZABAN: Don't worry about that, okay,
you're going to get a chance to respond. W' ve
already granted -- and we will allow you the
opportunity to question, okay.

M5. KLYASHEFF: That is ny understandi ng, that

any redirect would come after our concl usion of
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her testinony afterward.

JUDGE SHOMI S: Let's go off the record.

(Di scussion off the record.)

JUDGE SHOMI S: W' Il be back in an hour

(Wher eupon, a |uncheon
recess was taken.)
M5. KLYASHEFF: The Company calls M. War.
DAVI D VWEAR
called as a witness herein, having been
previously duly sworn, was exanined and testified
as follows:
DI RECT EXAM NATI ON
BY
MS.  KLYASHEFF:

Q M. War, | show you two doc unents, one
for each Peoples Gas and North Shore, each narked
for identification as Respondent’'s Exhibit B and
entitled Direct Testinmony of David Wear; | show
you two docunents, one each for Peoples Gas and
North Shore, each marked for identification as
Respondent’'s Exhibit D and entitled Rebutta

Testimony of David Wear and two docunents, one
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each of Peoples Gas and North Shore, each marked
for identification as Respondent’'s Exhibit G and
entitled Surrebuttal Testinmony of David Wear.

Do these documents contain the testinony
that you wish to give in this proceedi ng?

A.  Yes, they do.

Q Do you have any changes to nmake to any of
t hese docunents?

A No.

Q At thistineif | were to ask you the
questions contained in these docunments, would
your answers be the sane as set forth therein?

A, Yes.

Q Do you adopt these documents as your sworn
testinmony in these proceedi ngs?

A. | do.

M5. KLYASHEFF: At this time, Respondent noves
for adm ssion of Respondent's Exhibits B, D, and
G These docunents are in E-docket in the form
that we propose to have themadnmtted, and
subj ect to cross-exam nation we nove for their

adm ssi on.
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JUDGE SHOMI S: Respondent's Exhibit s B, D,
and G as they appear on Conmi ssion's E-docket
systemare adnmitted into evidence in Docket
01-0469 and 01-0470.

(Wher eupon, Respondent's
Exhibit Nos. B, D, and G were
admtted into evidence as
of this date.)
JUDGE SHOMI S: Parties may cross.
CRCSS- EXAM NATI ON
BY
MR MUNSON:
Q ©ood afternoon. A couple quick questions.
Wul d you agree with me that suppliers
that will be serving customers in N cor's
Custoner Select Programare likely to be the sane
or simlar suppliers that will serve customers in
Peopl es progran?

A. | would agree that it nmakes sense to make
that statenent. | don't have any know edge of
who's participating in Nicor's program

Q | asked Wtness Egel hoff a couple
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questions about the Ri der AGG and she nenti oned
you were the appropriate witness to ask on that.
So | shall ask you.

A Ckay.

Q Now, can you give nme an exanple of when
the utility would be entitled to interrupt or
curtail the deliveries of SVT suppliers under
your tariffs?

A. Are you referring to the operationa
integrity provision or are you referring to some
other tariff provisions?

Q By operational integrity provision, which
provi sion would you say that is? | was referring
nore to the terns of service in Section K If it
was nmore of a general question?

A. In general termns, perhaps, you shoul d
restate the question for nmne.

Q I'mwondering if you could give nme an
exanpl e of when the utility would be entitled to
interrupt or curtail an SVT supplier's
del i veries?

A.  The Conpany has reserved its sole
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j udgenent when suppl i es m ght be necessary to be
curtailed. These would be instances to preserve
the integrity of the distribution systemor its
transm ssion system its storage operations or
anyt hing of an operational nature.

Q Let ne give you anot her exanple.

What if a utility sinmply didn't have
enough supply? In that case would the utility be
entitled to interrupt or curtail the delivery of
t he suppliers?

A.  Wether or not they would have the right,
certainly, to ne it doesn't make sense that if we
are in short supply that we would interrupt any
supply that's coming to us.

JUDGE ZABAN: | think -- M. War, can you
give us an exanple where the integrity of the
system m ght be -- mght cause the circunstances
that M. Minson is tal king about.

THE WTNESS: He seens to be di scussing days
i n which the Conpany is short of supply.

JUDGE ZABAN: No, no, no. |'mnot talking

about that. You gave us a general definition and
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I think what M. Minson was asking you was, can
you think of a circunstance that would result in
that other -- what, specifically, mght happen to
the integrity of the systemthat woul d cause you
to do that?

THE WTNESS: One such exanple would be after
conti nuous days of warmer than normal weat her
during winter if it becomes -- if the system
starts to experience excessive pressures and the
storage operations cannot be di m ni shed beyond a
certain level, it may be necessary to restrict
gas comng to the systenm and we do so not just
to the SVT suppliers but to [ arge vol unme
suppliers -- but to the Conpany's gas as well to
m ni m ze the anount of gas comi ng to us.

JUDGE SHOMI S: Wbuld there be exanples where
the curtail ment of deliveries would only apply to
SVT suppliers as opposed to other transportation
custoners or sal es custoners?

THE WTNESS: | think that's very unlikely.
BY MR MJUNSON

Q Tryingto -- I"'mnot trying to be clever
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here, I"mjust trying to figure out what you
stated that the Conpany's sole direction -- or
sole discretion, sorry, and I['mtrying to figure
out what sorts of situations where that would
occur; and you nentioned -- perhaps |I could ask
certainly an energency situation, that would be
an exanpl e?

A, Yes.

Q And then | asked what if the Conpany
failed to nom nate enough gas on a particul ar
day, would that be a situation the Conpany may
exerci se?

A.  Again, that does not seemto be one
situation where curtailing SVT suppliers would
make sense, no.

Q Wiat about a situation where there was an
adm ni strative error on behalf of the Conpany?

A. Again, no, it doesn't seemto be a
situation which woul d warrant curtail ment of SVT
suppl i ers.

Q If a supplier simlarly had an

adm ni strative error, would the supplier receive
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any latitude fromthe Conpany in such a
situation?

A, If a supplier failed to nom nate properly,
is that --

Q Due to an administrative error. Say they
transposed the nunbers in nom nation?

A | think it's always in everyone's best
interest to -- if the problemis easily sol ved,
that we would work with the supplier to solve the
problemto allow their gas to flow

We do allow all shippers the right to
renom nate after the first tine we cycle. There
is an opportunity for themto do that on the
eveni ng nonmination cycle on the pipelines, so
that's avail able to everyone one on our sy stem at
any time.

MR MINSON: If | could have one second.

JUDGE ZABAN: Wile you're | ooking at --

M. Wear?
THE W TNESS: Yes
JUDGE ZABAN: Are there any safeguards in

effect to prevent North Shore or Peoples Gas from
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i nproperly preventing an SVT fromdelivering its
gas?

The inpression I'mgetting, M. Minson
says, how can we be sure that we're going to be
able to deliver and you just aren't going to stop
us fromdelivering for your own purposes?

THE WTNESS: | think our experience and our
behavi or has shown that we don't act irrationally
or act without reason. The integrity of the
systemis first and forenost in our interests;
and to do something unilaterally that had no
bearing on maintaining the safety or reliability
of the system | think, would be evident to al
the parties participating.

JUDGE ZABAN: Do you see the SVTs as
conpetitors?

THE WTNESS: No
BY MR MJUNSON:

Q Just to be clear, though, the decision
that -- whatever decision has to be nade with
curtailing supplies is in your tariffs regarded

as the Conpany's sole judgenent, is that correct?
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A. That's correct. The Conpany's, the only
party in a position to nmake such an assessnent.
MR MINSON. That's all | have for M. War.

JUDGE ZABAN: M Fein?

MR FEIN. My | proceed?

JUDGE ZABAN:  Yes.

CRCSS- EXAM NATI ON
BY
MR FEI'N

Q M. War, your discussion of enrollments
in your rebuttal testinony beginning on Page 6,
you indicate that the enrollnment limts are
necessary because of changi ng gas supply pl anni ng
consi derations. Do you recall providing that
testi mony?

A Yes.

Q |Is there anywhere in this rebuttal piece
of testinony or your surrebuttal testinony or
even your direct testinmony that you presented in
this proceedi ng where you provide any specifics
of these changi ng gas supply planni ng

consi derations that you reference here on Page 6
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of your testinony?

A. | did not provide exanpl es of them no.

Q Has the Conpany recently signed long-term
capacity storage or supply constraints that go
beyond the year 20057

A, Wat is your definition of recently?

Q Inthe last, let's say, year?

JUDGE ZABAN: | f you know.

THE WTNESS: | don't recall any, no, that go

beyond 2005 did you say?

BY MR FEIN
Q Yes.
A No.

Q How about within the | ast six nonths?

JUDCGE ZABAN: That woul d be within the | ast
year.

MR FEIN. That's true.

JUDGE ZABAN: How about the | ast year and a
hal f ?

THE WTNESS: | don't believe so. | think we
provi ded copies of all of our contracts as part

of discovery so it should be easy to find out.
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BY MR FEIN:

Q Now, you also indicate on Page 6 of your
rebuttal testinony that the Conpany either
incorrectly forecasted or was surprised by the
participation levels in the |large vol une
transportation prograns, is that correct?

A. Wuere is the line that you re referring
to?

Q Page 6 of your rebuttal testinony, sane
page. Line 117 in your Peoples testinmony. The
sent ence begins --

A | found it.

Q Do you recall that portion of your
testinmony?

A.  Yes, | do.

Q AmIl correct to assune that the Conpany
underesti mated t he nunber of customers that they
antici pated woul d take service froman alternate
suppl i er under those prograns?

A. That's basically what | was referring to,
yes.

Q And is that one of the reasons why the
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conpani es proposed the specific enrollnent linmts
that they proposed in this proceeding?

A. Yes. Enrollnment limts in this proceeding
were designed to allow the Conpany to accomodat e
an increase in transportation deliveries and to
make the necessary changes in our portfolio at
the sane tine.

Q And by that would it be correct to state
that the Company was concerned that if the
enrollment Iimts were set higher, that a greater
nunber of custoners would take ser vice from an
alternate supplier and not allow the Conpany to
realign its assets | believe is the phrase you
used?

A.  That was, again, a concern. | don't have
any knowl edge about how many custoners woul d take
service if there were not these enroll nent
limts, but we felt the enrollnent limts were
set such that it would be appropri ate.

Q You also indicated in your rebutta
testinmony on lines 127 through 130 that the

phase-in approach -- and by that | gather you
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mean the enrollment limts that change each
year -- take into account the necessary econom es
of scal e desired by SVT suppliers.
Is that a correct paraphrasi ng of your

testi mony?

A, Yes.

Q Wiich SVT suppliers were you referring to
in this answer?

A. | had no particular SVT supplier in mnd.

Q D d you ask any SVT suppliers whether the
enrollment limts took into account the economies
of scale desired by SVT suppliers?

A No, | didn't.

Q M. War, do you have a background in
mar ket i ng?

A. | have a Master's in Business
Adm ni stration which has sone narketing
background to it.

Q Have you ever been enpl oyed by any of the
SVT suppliers currently operating in the
Conpany' s progranf

A.  No.
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Q Have you ever been enpl oyed by The New
Power Conpany?

A No.

Q Have you ever been enployed by other
i ndependent energy mnarketing compani es?

A No.

Q On Page 7 of your rebuttal testinony, line
138, you discuss the m nimum stay requirenent and
you describe it as a val uabl e gas supply pl anni ng
tool. Do you see that reference?

A, Yes.

Q You did not present any studies to come up
with this 12-nonth period that you' ve di scussed
here in your testinony, have you?

A. | hadn't presented any studies, no.

Q And without the m nimum stay requirenent
you indicate the customers could sinply bounce
back and forth between the utility and suppliers
at any tinme, is that correct?

A. Correct.

Q Do you have any famliarity with the

frequency of customers switching fromutility
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suppliers to alternative suppliers during --
since the initiation of the Choices For You
Pr ogr anf?

A. No, | don't.

Q Do you recall a question that was proposed
in discovery in this proceeding regarding the
frequency of |arge volume transportation
custoners swi tching suppliers between January
2000 and Sept enber 20007

A. |1 don't recall that question. | believe
it was directed at Wtness Egel hoff.

Q Do you recall, subject to check, that the
percentage given in that response fromthe
Conpany is that only 1 percent of |arge vol une
transportati on customers sw tched suppliers?

A, Again, | don't -- I'mnot famliar with
t he data request response.

JUDGE ZABAN: M. Fein, once again, do you
have anything to indicate that there's a
correl ation between hi gh vol une custoners and
i ndi vi dual customers?

MR FEIN. The witness has already stated that
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the enrollnent limts and the m ni num stay
requi rements that have been proposed in this case
are directly a result of experiences they've had
with switching and other experiences with their
| arge vol une transportation prograns.

JUDGE ZABAN: Al right.
BY MR FEIN:

Q So you're not aware of any of the
statistics with respect to those switching in the
Conpany's | arge vol une transportation progran?

A I'mnot famliar with the statistics. I
don't know that -- | believe | said that the
experience with the [ arge vol ume program
contributed in part to our -- it was not the only
reason for enrollnent limts or mninmmstay
requirements.

Q You have not presented in this proceeding
any anal ysis or study regarding the frequency of
Rate 1 custoners returning to the utili ty's
service after initiating service under the
Choi ces For You Program have you?

A.  No.
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Q Likewi se, you have not presented in this
proceedi ng any anal ysis or study regarding the
frequency or speed with which a Rate 1 custoner
switches back to an alternate supplier after
having returned to the utility?

A. No, | haven't.

Q Are you aware of how the Conpany wl|l
recover its costs to serve custoners that return
to bundled utility service after having initiated
servi ce under the Choices For You Progranf

A. How do they recover their costs of these
people returning to service?

Q (Nodding.)

A, Again, I -- I'"'mnot the expert; but
bel i eve once they return to sales service they
are subject to the same charges that all sales
custoners are.

Q |Is there another -- I'msorry, is there
anot her witness who's testifying here on behal f
of the Conpany who woul d be the expert who woul d
know t hat answer?

A. Perhaps -- | wouldn't be able to suggest
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who is the expert on rates and those charges, |I'm
sorry.

Q That's all right. Are you famliar with
residential retail choice prograns in other
states?

A Only on a very rudinmentary |evel from what
| read in the industry publications.

Q Are you famliar with Colunbia of Chio and
East Chio Gas?

A. That one is not famliar to nme, no

Q Are you aware that both of those utility
service territories are open in conpetition?

A. Fromtoday's testinony | recall that point
bei ng made.

Q And | gather ot her than your attendance
here today, you're not aware that neither
Col unbi a of Chio or East Chio Gas have m ni num
stay requiremnments?

A. That's correct.

JUDGE ZABAN: Are those the only two exanpl es
that you have, M. Fein?

MR FEIN That's all that I'm asking him
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about, yeah.

JUDGE ZABAN: Do you have any ot her exanpl es?

MR FEIN M wtness would be happy to offer
exanpl es on the w tness stand.

JUDGE ZABAN: Could we go off the record for a
second.

(Di scussion off the record.)

JUDGE ZABAN. Back on the record, M. Fein.
BY MR FEIN:

Q On line 138 of your rebuttal testinony you
state that New Power's default service proposal
is not a viable alternative. Do you recall
giving that testinony?

A.  Yes.

Q Have you personally investigated the
feasibility of any default service proposal ?

A No.

Q Have you personally surveyed custoners to
determne the desirability of a default service
mechani sn?

A No.

Q And have you inquired of potential SVT
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suppliers to see if they were interested in a
defaul t service nmechani sn?

A. No, | haven't.

Q In devel oping the Company's storage
proposal for this proceeding, are you aware
whet her the Conpany solicited input from other
SVT suppliers?

A.  The Conpany's storage proposal -- storage
plan will exist whether or not this program goes
forward, so | don't understand the question. W
have an obligation to do a storage pl an
regardl ess of whether there is an SVIT program or
not .

Q Are you famliar with the Conpany's
storage proposal that requires SVT suppliers to
purchase that service if they would like to
participate in a Choices For You Progranf

A, Yes.

Q And in devel opi ng that aspect of the
program did you solicit input from SVT
suppl i ers?

A 1 did not. | don't know if that was part
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of the process or not.

Q Wth respect to the operational integrity
provision, you' ve stated that this provision wll
only be invoked where a verifiable threat to the
systemis present; is that correct?

Specifically, 1'll direct you to Page 15
of your testinony -- your rebuttal testinony.

JUDGE SHOMIS: It's on |ine 324.

THE WTNESS: Yes, | recall that.

BY MR FEIN:

Q And the Conpany has agreed that it wll
not invoke this provision for econom c reasons,
is that correct?

A. That's correct.

Q WII the Conpany agree to include this --
an expressed prohibition against invoking this
provision for economc reasons in its tariffs?

A. | don't know that that would be necessary.
I thi nk that's sonething that would require
further discussion.

Q And the Conpany certainly wouldn't be

opposed to the Conmm ssion including this
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expressed prohibition inits order in this
proceeding would it?

A. Certainly not.

Q As part of this operational int egrity
provision, does it include any method for
suppliers to verify or contest whether the
provi sion was invoked solely for threats to the
syst enf?

A. |1 don't think there are any provisions in
the wording as it's been filed.

Q In developing the two-hour notice
provision, did the Conpany solicit input of SVT
suppl i ers?

A. | don't believe so. That was based on
what our -- notification tinme line is for other
matters such as declaration of a critical day and
other significant pieces of information that are
i nportant to shippers.

Q Wuuld the operational integrity provisions
apply to all suppliers on a nondiscrimnatory
basi s?

A Yes.
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Q Wuuld this include Peoples' system supply?

A. Peoples and North Shore as the case may
be, yes.

Q Under the operation of this provision
woul d quantities of gas, would they be limted at
specific city gate stations?

A. That's correct.

Q And would the Conpany also be limted by
t hese same percentages at each specific city gate
| ocation?

A.  Again, the Conpany -- all shippers would
be subject to any reductions that woul d take
place. W would first ask the pipelines to
reduce the volunmes, according to their tariff.

If they decline to do so, we would do it on a
prorated basis.

Q Does the Conmpany make off -system sal es?

A, Yes.

Q And would the Conpany invoke the proposed
operational integrity provision to protect
Peopl es Gas' off -system sal es?

A.  No.
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Q | believe in response to a question from
M. Minson regarding the operational integrity
provi sion, you used the phrase called "excessive
pressure on the systen and could you explain
what you meant by that, if | heard that
correctly?

A.  Yes. The Conpany operates severa
thousand mles of distribution nain and severa
hundred mles of transm ssion pipel ine. There is
everyday fluctuating pressures within these
pi pel i nes.

At some tines the pipelines -- the
pressures becone excessive and deliveries into
the system woul d be constrai ned and woul d have to
be | essened in order to allow the pressures to
eventual | y decli ne.

Q Is the Conpany currently in negotiations
with any suppliers or pipelines or storage
providers to reduce the amount of assets to avoid
stranded costs as a result of inplenentation of
t he Choices For You Program to the best of your

know edge?
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A.  The Conpany is in negotiations, ongoing
negoti ations, with many parties throughout the
year. There are no particulars that | can speak
of at this point, but negotiations are an ongoi ng
process.

Q Wuld you agree, then, that it would not
be prudent to establish long-termcontracts from
pi pel i ne capacity and supply when openi ng your
systemto conpetitive comodity options?

A. That's obviously a consideration that we
take into account when we do negoti ations, what
| evel of service we want, what |ength of service
we want, and that all ties to the enroll nent
limts once again.

The reason for enrollnment limts is it
gives us a little nore certainty what assets we
can contract for and which ones we shouldn't.

Q Does the Conpany have the capability,

di spl acenent capabilities, across its systen?

A.  Could you describe how you nean that,
di spl acenment ?

Q In other words, if you' re experiencing
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sone constraints on the system -- at one end of

the system at one of your gates, are you able to

di spl ace that system -- other portions of the
syst enf?
A. There are -- at tines when one city gate

m ght be constrained, it is conceivable that
another city gate would not be constrained if
that's what you're questions. There are limts
and constraints and bottl enecks with how the gas
flows through the systemas well.

So it's not necessarily at a delivery
point. It could be -- once we receive it where
it needs to go, it mght be constrained as well.

MR FEIN:  Nothing further
MR KELTER | have a coupl e quick questions.
CRCSS - EXAM NATI ON
BY
MR KELTER
Q If you could turn back to Page 6 of your
rebuttal testinony.
The -- at line 121 to 123 where you

di scuss the Conpany's taking into account the
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necessary econonies of scale desired by SVT
suppliers, was there an underlying assunption
regardi ng an SVT supplier's acquisition cost that

you had in m nd?

A 1 don't find that reference in ny
t esti nmony.
Q You know what, I'msorry. |'mlooking at

Docket 01-0469, the North Shore testinony.

A, And the line nunber again is?

Q 122 and 123?

A. Ckay. And could you repeat your question
for ne.

Q Sure. It's referring to the statenent
here that the program does take into account the
necessary econoni es of scale desired by SVT
suppl i ers.

I wondered if you had an underlying
assunption regardi ng an SVT supplier's
acqui sition cost?

A. No. The statenent was sinply neant to

make the point that we recogni ze that SVT

suppl i ers desire econom es of scale and our
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enrollment [imts were intended to help themin
that regard. They were not intended to be
excessively low as to prevent themfrom
experienci ng econom es of scale. | have no
econonm cs to back that up

Q So then -- did you take into consideration
whet her the suppliers would want to do any ki nd
of mass marketing such as television, radio and
newspaper ?

A 1 don't think we -- this would prohibit
t hat .

Q So you don't think that that woul d be
changed whet her there were -- I'msorry, what's
t he nunber of total custoners in your service

territory?

A. In the conbined service territory?
Q Right.
A It's close to a mllion

Q And you're talking about only 9 percent of
t hose customers being eligible for conpetition
the first year?

A. Those were the percents that were
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di scussed earlier. |If that's the case, then,
yes.
BY MR KELTER
Q kay. So it's your testinony that --
well, I'"lIl leave it at that. Thank you.
JUDGE ZABAN: Anything further?

MR, KELTER No, sorry.

JUDGE ZABAN: | just have a quick question,
M. Wear.
EXAM NATI ON
BY
JUDGE ZABAN:
Q You testified that -- based on your

experience with large scale custonmers that there

was an i nbal ance because there was insufficient

assets; is that correct?
A. There was a nmismatch between the assets

t he Conpany held and the ambunt of -- demand

obligation for its sales custonmers. It was not a

deficiency, it was an excess really, is what |
was referring to.

Q You had too many assets or not enough?
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A. Too many.

Q And assets we're tal ki ng about gas,
correct?

A. It could be supply assets; it could be

transportati on assets.

Q Basically we're tal king about -- we're not
tal king, like, assets |like machinery or anything
like that, this is basically -- we're talking

about available --

A, Yes, supply assets.

Q And is it your belief here that if you
were to open the gates to nore people to
participate in the Choices For You Programthat
it would upset your -- it would upset the fact
that you now currently have too many assets so
that you'd be stuck with gas?

A. It creates that possibility. | don't know
that it's a foregoi ng concl usion.

Q So that's one of the -- and at |east your
understanding is that it's one of the reasons it
was limted to 9 percent, is that correct?

A.  That was t he reason for the phase-in
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approach and the nunbers -- percentages fell out
fromt hat.

Q kay. Wiat prevents you, then, from --
si nce you know now that you are now going --
let's say you do it at 9 percent and a year |ater
you're going -- or six nonths or a year |ater
you're going to be going up to another nunber,
all right, what prevents you from using those
assets and reducing themdown to a |evel that you

couldn't take in nore people on the Choices For

You?

A. | have to apologize. | don't followthe
questi on.

Q Al I'msaying is, if I understand this,

you' ve got storage assets, you got transportation
assets, okay?

A, Yes.

Q Wen you start the Choices For You, based
on your estimates, you can bring in about 9
percent of the custoners to allow themto buy
fromother suppliers who will then put their

assets into your system correct?
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Correct.

To bring your systemup to capacity?

> o >

Yes.

Q kay. Now, you will have whatever period
of time before you start Phase 2 to reduce the
current assets that you're holding, which is the
transportati on and the storage assets.

What prevents you fromreduci ng those
| evel s down even further so that you can all ow
nmore people to cone in under the Choices For You
and allow other suppliers to fill that up?

A.  Mich of the gas pipe portfolio was
established prior to the filing of this program
so it was based on certain estinmates of |oad
going forward. It was based on projections of
what we woul d have absent of this program There
is not an opportunity every year to reduce those
assets because they are of varied terml engths.

Q So your answer basically is, you have
prior conmtments of stuff you have to buy; is
that correct?

A. That's correct.
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Q kay. So then you are obligated during
that period of time to buy X amount and as -- and
I think as Ms. Egel hoff pointed out, as these
contracts termnate for the purchase of resupply,
by not renewing them it opens the door to all ow

others to cone in; is that correct?

A. Correct.
JUDGE SHOMI S: | just have a couple
questi ons.
EXAM NATI ON
BY

JUDGE SHOWI S:

Q It's ny reading of your testinony that
with regard to delivery tol erances and ot her gas
supply i ssues, you conclude that what mght be
appropriate for Nicor Gas isn't necessarily
appropriate for Peoples or North Shore because of
specific operational facts that apply to their
respective systens; and | think you nentioned --
wi t hout el aborating too nuch, that's why | wanted
to follow up the significant differences between

the assets available to Nicor and those avail abl e
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to Peoples Gas and North Shore.

Wul d you just elaborate a little on
what you believe to be the significant
differences that would result -- should result in
different conclusions with regard to delivery
tol erances and ot her gas supply issues.

And I'mreferring to Page 3 of your
rebuttal testinony where you note on line 31 and
32 that there are significant differences; but
you don't really seemto -- at |east there,
provi de an expl anati on of what those significant
di fferences are.

A. The differences that | was referring to --
these are the ones that are known to ne, there
may be others -- the N cor service territory is
served by at |east two pipelines that Peoples --
that neither Peoples nor North Shore is served
by.

The N cor service territory has
addi ti onal on-system storage beyond what Peopl es
has. N cor's service territory has -- and |I'm

not sure what the nunber is, but it's orders of
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magni t ude hi gher in the nunber of city gate
delivery points off of natural gas pipelines than
Peopl es or North Shore do.

So there are enough, | feel, differences
between the two conpani es and their physica
| ayouts and their asset makeup that woul d warrant
each programbeing tailored to what each conpany
has inits -- and what its nakeup is.

Q Wth regard to N cor being served by two
di fferent pipelines, have you exam ned the terns
and conditions under which service is provided by
those pipelines to N cor versus the terns and
condi ti ons under which service is provided by the
pi pelines that serve Peoples Gas and North Shore
to those respective conpani es?

A. No, | haven't.

Q So, for exanmple, with regard to tol erances
fromthe pipelines, you hadn't contrasted those
or conpared those?

A. That's correct.

Q kay. There was a question that

Ms. Egel hoff deferred to you and | wanted to ask
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you about that.

A Ckay.

Q In her rebuttal testinony on Page 5, lines
97 and 98, she mentions variance in comodity
prices in different geographic markets. And |
asked her about that and | think she said you
woul d be better prepared to answer that.

I"mtrying to get sonme i dea of past
experience with regard to the extent to which
t here has been significant variances in those
commodity prices?

A. Again, | can't produce any studies right
now, but in ny eight years of experience, it's
sufficient for me to, | think, truthfully say
t hat geography has a bearing on what the price of
gas is fromone |ocation to another

For example, the Chicago market is
different than the Mchigan market. The Chicago
market is different than the Chio nmarket in terns
of its prici ng. The Chicago market is different
than the Okl ahoma market. They're all -- the

price will find equilibriumfor those narkets.
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They m ght not necessarily be the sane.

JUDGE SHOMI S: That's all 1 have.

JUDGE ZABAN: M. Fein, do you have a w tness
that you need to testify by 3:00 o'clock?

MR FEIN:  Yes.

JUDGE ZABAN: Ms. Klyasheff, do you have any
further w tnesses?

M5. KLYASHEFF: Ms. Egel hoff --

JUDGE ZABAN. I n order to accommpdate
M. Fein --

M5. KLYASHEFF: -- for M. War, but that can
happen | ater.

JUDGE ZABAN: Wul d you object to
accomodating M. Fein because it's already 2:307?

M5. KLYASHEFF: Absol utely.

JUDGE SHOMI S:  You may have sone redirect for
M. Wear.

JUDGE ZABAN: We'll allow you to reserve --

JUDGE SHOMI S: That's fine.
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(Whereupon, New Power
Exhibit Nos. 1.0 and 2.0 were
marked for identification
as of this date.)
BECKY MERCLA,

called as a witness herein, having been

previously duly sworn, was exam ned and testified

as follows:
DI RECT EXAM NATI ON
BY
MR FEI'N:

Q Wuuld you please state your nanme for the
record, please.

A.  Becky Merol a.

Q Could you spell your last nane for the
Court Reporter.

A Me-r-o-|-a.

Q | show you four docunents, two of which
are marked the direct testinmony of Becky Merol a
on behal f of The New Power Conpany, New Power
Exhibits 1.0 that are being submitted in both

Dockets 01-0469 and 01-0470.
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I'mal so showi ng you copi es of two
docunents marked New Power Exhibits 2.0, the
rebuttal testinony of Becky Merola on behal f of
The New Power Conpany in Docket Nos. 01-0469 and
01-0470.

Is this the prefiled direct and rebuttal
testinmony that you'd like to offer in this
pr oceedi ng?

A Yes, it is.

Q Is this -- were all four of these pieces
of testinony authored by you or under your
direction and control ?

A.  Yes, they were.

Q Do you have any changes or corrections to
make to your prefiled direct and rebuttal
testinmony in this proceeding?

A No.

Q If you were asked the sanme questions that
are contained in New Power Exhibits 1.0 and 2.0
in both proceedi ngs woul d your answers be the
sane today?

A.  Yes, they would be.
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MR FEIN Wth that,

we nove for the

adm ssion into evidence of New Power

Exhibits 1.0

and 2.0 in both proceedings and offer the w tness

for cross-exan nation.

JUDGE SHOMI S: Any objection to the adm ssion

of those exhibits?

New Power Exhibits 1.0 and 2.0 in

Dockets 01-0469 and 01-0470 are admtted into

evi dence.

(Wher eupon,

Exhi bi t

Nos. 1.0 and 2.0 were

New Power

admtted into evidence as

of this

JUDGE SHOMI S: Parties may cross.

date.)

CROSS - EXAM NATI ON

BY

MR MUNSON:

Q ood afternoon, ny nanme is M ke Minson

represent the other --

one of the other potentia

suppliers for this program Dom nion Retail

Am |1 correct to assune that New Power

participating in several

ot her

retail

choi ce

is
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prograns across the nation?

A. That's correct.

Q In your experience in other choice
progranms how many -- strike that.

Let me back up a second. Referring to

Page 23 of your rebuttal testinmony -- and what
I"mtal king about, you'll be able to answer this
without it -- I'mwondering, in your experience

how many rate codes are typical for use by
suppl i ers?

A.  Behind the Col unbia of Chio programwe use
hundreds of rate codes. There -- we are allowed
to use an unlimted nunber of rate codes in that
program W use hundreds of rate codes in
serving Peco Electric customers. W use hundreds
of rate codes behind Atlanta Gas Light. Does --

Q Yeah, that answers -- is it your opinion
that conpetitive suppliers seeking to enter the
Peopl es or North Shore market may desire to
utilize a rate-ready billing protocol ?

A. | have been part of settlenents and

proceedi ngs where some individual narketers
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prefer to use the rate-ready billing nmethod. New
Power prefers to use the bill -ready nethod, but
have seen it in other states.

Q kay. But as far as for the Peoples or
North Shore narket, do you feel that conpetitive
suppliers would seek to or desire to utilize
that -- the rate-ready billing protocol in the
i nstant proceedi ng?

A. Fromeverything | read in the case ny
understanding is that Domi nion would Ilike to use
the rate-ready approach for billing and I do not
object to that. | wouldn't want the bill -ready
option to di sappear because at this point in
time, should there not be an opportunity, ny
preference is is that New Power be able to bil
its own custoners on a consolidated bill basis;
but with that said, we would at | east want the
option for the bill -ready to be avail abl e.

Q Is it likely that other suppliers would
wi sh to use the rate-ready billing protocol in
Peopl es or North Shore Choi ce Prograns?

A, Fromwhat |'ve read, it sounds |ike
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Dom ni on wants to use that. So, yes, | would say
that is a supplier that would use the rate-ready
format.

Q Well, other suppliers that wish to use
that as well, is it possible?

A. It would be possible.

JUDGE ZABAN: Whuld it be probabl e?

THE WTNESS: Having participated in severa
proceedings in several states around the country
over the last 12 years | would say that there are
some suppliers that would ask for a rate-ready
format.

JUDGE ZABAN: Ckay. So there are others out
there asking for that?

THE W TNESS: Yes.

MR, MUNSON:  Not hing further

M5. KLYASHEFF: Just one question.

CRCSS - EXAM NATI ON
BY
MS.  KLYASHEFF:
Q You used the word "rate code” in a couple

of your responses. Could you define for the
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record what you nmean by that tern?

A. By rate code | nean a price for a given
set of customers. So if you are billing, you
woul d need -- and you offer different custoners
different prices and options, you would need a
code for each one of those individual prices that
you woul d offer.

M5. KLYASHEFF: Thank you

EXAM NATI ON
BY
JUDGE ZABAN

Q Approximately, how many Choi ces For You
Prograns is New Power participating in currently?

A.  New Power participates in 25 markets.

Q And how many of those involve Choices For
You? Al 257

A. W only serve residential and snal
commer ci al custoners

Q | 'masking you, how many of those have
Choi ces For You Prograns that you participate in
of the 25?

A. Al of these have residential prograns.
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Q kay. Al of them do.

And do any of those progranms limt you
to ten billing itens?

A.  To the best of ny know edge, no.

Q What's the mni mum nunber of billing itens
that you're limted to, in any one of those
programs, if you know?

A. | don't know all of themoff t he top of ny
head.

Q The ones you can recall.

A.  The ones that are nost -- the ones that we
have the hi ghest -- where we have hundreds and
t housands of custoners are unlimted.

Q Those are all unlimted?

A, Yes. And we have the ability to single
bill.

JUDGE ZABAN: | have nothing further.

MR KELTER | have a question.

CRCSS - EXAM NATI ON
BY
MR KELTER:

Q Referring to Page 3 of your direct in the
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North Shore case, 01-0469, you discuss
significant barriers to entry and | have a
question al ong those I|ines.

Do you consider it a conpetitive
advant age under the LDC option that Peoples
affiliate, Peoples Energy Services, has the sane
nane and | ogo as Peopl es Energy?

A, Yes.

Q Wy?

A. There is nane recognition using the
Peopl es nanme. In the past we have -- New Power
has certainly seen value in that. W have
acqui red the custoners of Col unbia Energy G oup
W asked for the right to use the Col unbi a Energy
Services nane for a given period of tine. W
feel that there is extrene value in using that
nane.

JUDGE ZABAN: Ckay. | have a -- there was
sonet hing brought up a little earlier about how
if -- if there's single billing in North Shore
and Peoples Gas do the billing, that they wll

not allow SVTs to use their logo on the billing
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as well. Do you think that has any inmpact on
conpetition?

THE WTNESS: Could you repeat the question
for ne?

JUDGE ZABAN: There was some testinony earlier
that if North Shore or Peoples Gas did single
billing that they would use their |ogo, but they
woul dn't use the |l ogo of the SVT who was doi ng
the supply. Do you think that woul d have any
ef fect on conpetition?

THE WTNESS: Yes. New Power spends -- has

spent a trenmendous anount of noney in building

it's logo and we do -- we are capable of doing
our own billing, we do supply our |ogo on our
bill. There is not only name recognition but

there is brand value in the logo itself.
BY MR KELTER
Q | have one further question along those
lines.
Wul d one way to mnimze the advant age
of Peopl es Energy Services be to have single

billing in this progran?
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A, Yes.
MR KELTER That's all | have.
EXAM NATI ON
BY
JUDGE ZABAN
Q Let ne just -- because | know you got to

catch a pl ane.

Wul d the addition of the supply of t he
SVT |l ogo, would that -- on North Shore or Peopl es
Gas' billing, would that kind of |evel the
playing field for everybody to the point where it
really wouldn't make a difference who does the
billing because everybody woul d ki nd of get equa
adverti si ng?

A, Unfortunately the utility billing system
is not -- our history and ny direct experience
havi ng dealt with a nunber of utilities around
the country have not been able to handl e the
i ncentive marketing and the things that we woul d
want to offer the custonmers through their billing
system be it by the nunber of |ines and nessages

that they would allow or the nunber of rate
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codes, so that would not make that issue
di sappear .

You would still, for exanple, if we were
to offer frequent flyer mles and we wanted to
put in, you know, how many mles they had accrued
to a given date, if we want to give -- this is
public -- if we want to gi ve Hone Depot
certificates or sonmething of that natur e, these
systens are not built to handle what we're
capabl e of doing within our own billing systens
that we've built.

Q On the other hand, do you think it m ght
cause confusi on anongst consuners if they receive
a bill fromyou and if they have a problem they
wind up calling you instead of, say, North Shore
or Peoples Gas -- if they have a problemw th
piping or lines or getting the gas, does that
create a probl en?

A. No. W have direct experience that way.
W are the default provider behind Peco. W do
single bill those custoners. W are the interim

pool for Atlanta Gas Light and we bill those
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customers. We have not had those probl ens.

JUDGE ZABAN: | have nothing further.

JUDGE SHOMI S: | just had a coupl e questions.
EXAM NATI ON
BY

JUDGE SHOWI S:

Q You' ve proposed sone revisions to Rider
SBO that was presented in the rebuttal testinony
of the Conpany and | just want to get some
answers with regard to tinme franes.

What is your position with regard to
when Ri der SBO shoul d be i npl enent ed?

I know you did nention as part of a
conpliance filing you' d |like the Conpany to
present information concerning the reconmended
enbedded cost -based credit, but | wasn't sure
fromyour testinmony what your reconmendati ons
woul d be with regard to the inplenentation of
Ri der SBO

I think the Conpany tal ked about -- if |
recall, in the answer to one of ny quest ions, |

think six nonths after the May 2nd date and |
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think there was a provi so, another six nmonths if
certain things -- well, | think there was a
m ni mum of six nonths, but | don't recall their
answer .

What is your position with regards to
i npl enentation of a R der SBO?

A. W certainly support the ability to single
bill our custoners. In terns of timing | think
New Power feels that it is inportant that it be
done ri ght. Before we enter a market we | ook at
the cost to enter that market and that woul d have
an inpact to us whether or not we're entering it.

So | would say that it's nore inportant
to us that there be the opportunity to single
bill as opposed to, you know, the six-nmonth time
frame that was nmentioned previously.

Q | assune that if the Conmpany, and by
"Conpany" | mean Peoples Gas or North Shore,
filed some information regardi ng an enbedded
cost -based credit with regard to the single
billing option in the conpl iance filing that you

woul d want to have Staff and intervenors be given
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the opportunity to comment or address that credi t
with the possibility that there may have to be a
docket open to | ook at that issue; is that
correct?

A. Alot of assunptions there. As it relates
to themfiling sonmething, I would want themto
have file the credit with the tariff to start
with. Then, | leave it up to ny attorneys to
determ ne what would be the timng under the
rul es of practice and procedure to nove it
forward; but if the credit on its face in their
tariff filing was sufficient to reflect those
costs, | wouldn't see any reason not to proceed.

Q So, are you indicating by that answer that
if the Conpany presents information that
i ndi cates there should be a credit of a certain
anmount that that should go into place initially
and then changes to that can be debated |ater?
Is that what you're saying?

A. That's correct.

Q It's also possible that they nmay present

i nformation that says that there shouldn't be any
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credit?

A. There is that possibi lity.

Q That seens to be the position that they're
taking -- taken in testinony filed to date in
this proceeding; is that correct?

A. That's correct.

JUDGE SHOMI S: That might be it. Just a
second. kay. That's all | have.

JUDGE ZABAN: Anything further fromthis
Wi t ness?

Ckay. Have a happy trip to the airport.

MR HUCKMAN. The Staff of the Illinois
Conmer ce Conmi ssion is ready to proceed, although
| understand there may be sone w tnesses we may
be recalling. W can wait if necessary.

JUDGE ZABAN: | think it's necessary.

JUDGE SHOM1 S: M. Klyasheff, do you know i f
you have any redirect on M. War? Have you
talked to himyet about that?

M5. KLYASHEFF: No redirect for M. War.

JUDGE SHOMI S: And | asked for sone

addi tional information from M. Egel hoff. Wy
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don't we just take a short break and we'll put --
I don't think this will take long and then we'll
go to Staff.

JUDGE ZABAN: We'll take a ten minute break.

(Recess taken.)

JUDGE ZABAN: We're recalling Ms. Egel hoff
agai n.

M5. KLYASHEFF: We're going to call
Ms. Egel hoff to respond to Judge Showi s’
questions to her.

JUDGE ZABAN: | have some questions for her as
wel | .

Before we begin, do you have any

redirect of her?

M5. KLYASHEFF: | will have redirect. | can
do that now if you w sh?

JUDGE ZABAN: Wiy don't we start with that
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REDI RECT EXAM NATI ON

BY

MS.  KLYASHEFF:

Q M. Egelhoff, in response to, | believe, a

question from M. Fein you answered a
hypot hetical regarding if the utility were to, |
believe, go to a state that required daily
delivery calculations, you said the utility wll
benefit fromthat.

When t he Conpany assesses i nbal ance
charges under Rider AGG does the Company retain
the records fromthose charges?

A No.

Q How are those charges treated by the
Conpany?

A.  They're passed through the gas charge
pursuant to Rider 2.

Q In response to another question from
M. Fein, he asked you if New Power Company and
Domi nion Retail indicated that they were
interested in additional storage prograns.

Is The New Power Company a current
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participating supplier in the progran?

A No.

Q Is Dominion currently participating in the
pr ogr anf?

A No.

Q M. Minson asked you if you would
characterize Peoples Gas' inbal ance charge
proposal as nore intolerant than that of N cor
Gas.

If an SVT suppl ier delivers the required
daily delivery quantity as it may be adjusted by
the tol erance, does the SVT supplier pay any
i nbal ance charges under Peopl es Gas' proposal ?

A No.

Q Is the answer the sanme for North Shore?

A, Yes.

M5. KLYASHEFF: Thank you

No further redirect.

JUDGE ZABAN: Any recross on the redirect?

MR FEI'N:  No.

MR MUNSON:  Yes.

JUDGE ZABAN: Ckay. M. Minson?
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RECROSS - EXAM NATI ON
BY
MR MUNSON:
Q Briefly, if I'"'mto understand, the
i mbal anced tol erance by Peoples for a
non-critical day is a certain percentage. |Is
that 3 percent?
A. The tolerance is 3 percent.
Q The tolerance is 3 percent.
Am | ri ght when | say that the tol erance
for Nicor Gas' programis 10 percent?
A. | believe so, yes
MR MUNSON: Okay. Nothing further
EXAM NATI ON
BY
JUDGE ZABAN
Q kay. Ms. Egel hoff, let's get back to ny
questi on.
Oiginally I had asked you about -- M.
| annel | o had proposed sone changes to the program
and we were concerned about what effects these

m ght have in terns of the May 1st inplenmentation
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date, and you said that if we adopted all the
changes that would take us to about Novenber; is
that correct?

A Approximately six nonths fromthe date of
t he order.

Q Fromthe date of the order?

A.  (Noddi ng.)

Q So that it mght be | ess than Novenber
sone tine.

A.  Sure.

Q And then we asked you which one of those
changes proposed by M. lannello would have the
greatest effect in ternms of delaying an
i mpl ement ati on date, and you said you were goi ng
to go through those recomendati ons and i nform us
of what your opinion is?

JUDGE SHOMIS: And also if you can tell us if
there were certain changes that he recomended
that woul dn't affect the inplenmentation date.

THE WTNESS: Well, these estinmates are based
on the information available at this time and ny

understanding of M. lannello's proposal. As |
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mentioned in ny testinony, |I'mnot exactly sure
in all cases the specifics of his proposal; but
there are two things that I would say woul d not
delay the inplenmentation and that would be the
anmount of the daily inbalance cash-out, like
tiering. For example, he's proposed N cor, you
know, sonething simlar to what Customer Sel ect
and Nicor Gas.

The ot her change that woul d not effect
the timng would be the amount of the tol erance.
We propose 3 percent and he's proposing 10
percent on the daily.

The carryforward or the cash-out vol une
into future nmonths as well the tol erance being
based on either usage in the winter nonths and
deliveries in the sumrer nonths, those would have
an inpact; but not as significant as the next two
I"mabout to talk -- I don't have specific tines

I couldn't give you specifically how
long it would take to inplenment those changes;
but they woul d have the next |east effect on the

timng of inplenmenting, but it would take nore
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time than May 1st, 2002, obviously.
EXAM NATI ON
BY
JUDGE SHOWI S:

Q | think in regards to those issues you're
saying there could be a delay, but not a real
significant one?

A. Right.

Q Maybe a nmonth or two weeks?

A. It would not take the full six nonths.

Q A nmonth or two or sonething |ike that?

A.  Sure.

Q Now, go ahead with the -- now, there's
sone significant ones?

A. Right. There's two nore. And these are
the ones that 1'mnot as clear on the specifics
of , but they do feel would take nore time to
i mpl enent .

One is the heat -sensitive factor that
M. lannello refers to. It would change our RDQ
and how we calculate that, required daily

delivery quantity. So that would be nore
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significant of a change.

And, also, if we would have to do sone
kind of a storage true-up once the nonth is over
with, that would al so be a nore significant
change.

Q Those are the two proposal s that could
possibly lead to as nuch of a six-nmonth delay in
the inpl enentati on date?

A Yes. If it was j ust those two, again, |
woul d think that they woul d be done in | ess than
six nonths, but if it was everything here it
woul d take up to six nonths.

Q So everything plus those two is six
nont hs?

A. Right. Including those two.

Q Those two al one woul d be sonething | ess
t han six nont hs?

A.  They would be closer to the six nonths.
If we add Rider SBOto this, because we use sone
of the sane resources and sane people, you know,
i n programm ng these types of changes for Rider

SBGs as well as we would for these -- for
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M. lannello' s proposals, |I've been calling
them -- we had said that if we are required to
inplenent a Rider SBO, if it's done in the way
that the Company has proposed, it would take up
to six nonths to do. If we had to do all of

M. lannello's proposals as well as the R der SBO
as proposed by the Company, it could take up to a
year to do both because we're tal king the sane
resources to acconplish both changes.

Q \What about the -- what about taking into
account revisions to R der SBO as reconmended by
New Power W tness Merol a?

A. | can identify the conponents that would
cause delay in inplenentation under R der SBO
based on the intervenors proposal. That would be
the requirement that we woul d have to have two
different types of cash posting logics to keep
track of what was -- if we can't receive -- when
we receive paynent froma supplier it has to be
applied only to current charges versus ol dest.
That woul d cause a delay as well as having to

track arrearages -- differences between pre-R der
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SBO and during SBO
Those are the two major differences as

far as inplenmentation time between our proposal
and the intervenors proposal. If we would be
required to programfor those with
M- -- all of M. lannello's proposals, it would
take us up to 18 nmonths and | had nenti oned
before that if it was just Rider SBO intervenor
changes and not M. lannello's proposals, it
woul d be up to one year.

Q So if | understand your testinony
dependi ng on the Comm ssion's decisions with
regard to changes proposed by M. lannello and
changes to the proposed R der SBO the
i npl enentation could occur as early as six nonths
after the Commission's order and as |long -- going
out as far as 18 nonths after the Conm ssion's
order?

A, Yes.

JUDGE SHOMI S: That's all.

JUDGE ZABAN: Any recross of this w tness?

MR FEIN  Brief.
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RECROSS - EXAM NATI ON
BY
MR FEI'N:
Q M. Egelhoff, the estimated delays in
i npl enentati on of Rider SBO that you just
menti oned, those estimates that you just provided
to his honors, what was that based on?
Conversations with other Conmpany enpl oyees?

A, Yes. And ny experience with dealing with

Q And these changes that -- the two major
di fferences that you indicated, the different
posting | ogics and the arrearages that consist,
these -- those changes solely had to do with
tracki ng paynments that are received in tracking
any past due arrearages that custoners have
bef ore they commence service under the Choices
For You Progranf

A.  Under the R der SBO yes.

Q And you're not presenting here today a --
for lack of a better phrase, a stand al one

estimate on the tinme it would take to nmake those

203



10

11

12

13

14

15

16

17

18

19

20

21

22

two changes if, for exanple, M. lannello's
proposal s were not adopted by the Conm ssion?

A Actually, if | understand your --

Q | know you said it would cause a del ay,
but I didn't hear a nunber?

A. Up to one year if we had to do intervenor
proposal of Rider SBO without M. lannello's
pr oposed changes.

Q And it would be those two aspects of R der
SBO that you've nentioned?

A. Right.

MR. FEIN.  Thank you. Nothing further.

JUDGE ZABAN: Ms. Egel hoff, you are excused.

Do you have any further w tnesses?

M5. KLYASHEFF: No, the Conpanies Wtnesses
are all done.

JUDGE ZABAN: Staff?

MR HUCKMAN. At this tine Staff of the
I1'linois Commerce Conmission is prepared to
present its witnesses. The first witness that I
will be calling is Terrie L. MDonald, that's

T-e-r-r-i-e. M. MDonald is on the line. She
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was on the line this norning when w tnesses were
sworn, so she has been sworn as well.
TERRI E McDONALD,
called as a witness herein, having been
previously duly sworn, was exam ned and testified
as follows:
DI RECT EXAM NATI ON
BY
MR HUCKMAN:
Q First of all, Ms. McDonald, can you hear
me?
MR HUCKMAN:  And, Ms. Court Reporter, can you
hear Ms. McDonal d?
THE REPORTER  Yes.
BY MR HUCKNAN:
Q Could you please state your nanme for the
record and spell your first and your |ast name.
A M first nane is Terrie L. MDonal d,
T-e-r-r-i-e. The |ast nane MDonal d,
M-c-D-0-n-a-|-d.
Q And by whom are you enpl oyed?

A. | amenployed by the Illinois Conmerce
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Conm ssi on.
Q What is your position with the Commerce

Commi ssi on?

A, I'"man econonic analyst in the rates
depart nment .
Q | believe you have before you a docunent

for each of the two proceedings and in one
i nstance this docunent consists of a cover page,
tabl e of contents. |In the case of 01-0469, 13
pages of text in question and answer form
In the instance of Docket 01-0470 that
is 15 pages of text in question and answer form
and the court reporter has marked both these
docunents Illinois Comrerce Conmi ssion Staff
Exhibit 2.0 in the respect i ve dockets.
Were these docunents prepared by you or
under your direction?
A.  Yes, they were.
Q And do these docunents represent your
direct testinmony in each of the respective
pr oceedi ngs?

A.  Yes, they do
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Q Are there any changes that you would like
to make to these docunents at this tine?

A. No, | don't.

Q If I were to ask you all the sane
questions in these docunents at this t ime, would
your answers be the sane ones included in the
docunent s?

A, Yes.

MR. HUCKMAN:  Thank you.

At this time | now submit, in both
proceedi ngs, Illinois Conmerce Conm ssion Staff
Exhibit 2.0 for admttance into the record and
tender witness, Terrie L. MDonald for
cross-exam nation regarding these exhibits, if
any, the docunents are identical to those
furni shed on E-docket.

JUDGE ZABAN: Any objection?

JUDGE SHOMI S:  Just one clarification. |
don't think the reporter marked any exhibits as
Staff Exhibit 2.0. | believe that since there
are no changes to those exhibits as they appear

on E-docket, they will be admtted without the
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necessity of the reporter marking a copy today.
MR, HUCKMAN:  Ckay.
JUDGE SHOWI S: So Staff Exhibit 2.0 is
admitted in both, Docket 01-0469 and 01-0470.
(Wher eupon, Staff
Exhibit No. 2.0 was
admitted into evidence as
of this date.)
JUDGE SHOM1 S: Does anyone have any
questions?
I just had one question and maybe two.
EXAM NATI ON
BY
JUDGE SHOW S:
Q It's ny understanding that you exam ned
t he Conpany's assunptions and cost cal cul ati ons
with regard to the cost to be recovered through
t he various supplier charges and determ ned that
all of the proposed charges shoul d be approved
is that correct?
A, Yes, fromthe fact that the costs aren't

cost justified.
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Q Ddyou -- just so | understand, did you
reach a conclusion that it was appropriate to
recover those particular costs through the
appl i cabl e charges? 1In other words, there was
sone testinony in this docket that, for ex anple,
customer education costs should be recovered --

A, Yes.

Q -- strictly through the admnistrative
fees to be charged to suppliers, but rather
recovered fromall custoners, so | guess | was
wondering if you have reached the conclusion that
it was appropriate to recover -- for exanple, 60
percent of fixed costs related to t he custoner
education function through the aggregation
charge? In other words, that was also part of
your analysis, that appropriate costs were being
recovered through those charges?

A, Yes.

JUDGE SHOM1 S: Ckay. That's all | have.

JUDGE ZABAN: Anything further? M. MDonal d,
you' re excused. Thank you very nuch.

THE WTNESS: Thank you
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MR HUCKMAN: At this time the Staff of the

Illinois Comrerce Comm ssion would call

Sweat man who was in the roomand sworn this

nor ni ng.
DENNI S SWEATIVAN,

call ed as a witness herein,

havi ng been

Denni s L.

previously duly sworn, was exam ned and testified

as foll ows:

DI RECT EXAM NATI ON

BY

MR HUCKIVAN:

Q Could you please state your

record and spell your |ast nane.

A. Dennis L. Sweatman, S-we-a-t-nma-n

Q And by whom are you enpl oyed?

A. The Illinois Comrerce Comm SSion.

Q And what is your position with the

Illinois Comrerce Comm ssion?

A.  Senior rates anal yst

anal ysi s divi sion.

in the financial

Q M. Sweatnan, in each of the two

proceedi ngs before us today,

you have two

nane for the
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docunments and the first of these docunents
consi sts of a cover page, 11 pages of text in
question and answer form one schedul e and four
attachnments and | understand that these itens
have been marked Illinois Commerce Conmi ssion
Staff Exhibit 4.0 in each of the respective

pr oceedi ngs.

And you have a second document in each
proceedi ng whi ch consists of a cover page, 11
pages of text in question and answer form and one
schedul e and | understand that these itens have
been marked Illinois Conmerce Conmi ssion Staff
Exhibit 7.0 in each of the r espective
pr oceedi ngs.

Were these docunents prepared by you or
under your direction?

A, Yes.

Q And do these documents constitute yo ur
direct and rebuttal testinony in the respective
pr oceedi ngs?

A.  Yes, they do

Q Are there any changes you would like to
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make to any of these documents at this time?

A No.

Q If I were to ask you all the sane
questions in these docunents at this time would
your answers be the sane ones included in the
docunent s?

A, Yes.

MR. HUCKMAN: I n each of these proceedings |
now submit I1linois Conmmerce Conmmi ssion Staff
Exhibits 4.0 and 7.0 for admittance into the
record and tender wi tness, Dennis L. Sweatnan,
for cross-exam nation regardi ng these exhibits,
if any.

| should al so note that these exhibits
are in no way changed fromthose filed on the
Conmi ssion's el ectroni c docketing system

JUDGE SHOMI S: Staff Exhibits 4.0 and 7.0 as
t hey appear on the Comm ssions E-docket system
are admtted into evidence in Docket 01-0469 and

01-0470.
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(Wher eupon, Staff
Exhibit Nos. 4.0 and 7.0 were
admtt ed into evidence as
of this date.)
JUDGE SHOMI S: Is there any cross of
M. Sweat man?
CRCSS - EXAM NATI ON
BY
MS.  KLYASHEFF:
Q ©ood afternoon, M. Sweatman. [|'m Mary
Kl yasheff appearing for Peoples Gas and North
Shore. On Pages 3 and 4 of your rebuttal
testinmony, you refer to the Comm ssions decision
Ni cor Gas' recent Custoner Select case. Do you
agree that the Conm ssion granted rehearing of
the order that you reference in your rebuttal
testi nmony?
A. Yes. It's ny understanding that there is
a rehearing proceedi ng under way.
Q Is it your understanding that one of the
i ssues on rehearing is the gas storage inventory

cost savings attributable to Custoner Sel ect?
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A. It is ny general understanding, that is
correct. Yes.

Q Is it your understanding that the
Conmi ssi on has not yet issued its order on
rehearing?

A.  That is my understandi ng, yes.

Q Wuld you agree that carrying costs
associated with gas storage inventory are costs
t hat Peoples Gas and North Shore recover in their
base rates?

A. The costs that the -- the carrying costs
that | |ooked at for this particul ar proceeding,
I would not agree are in base rates.

Q D d you prepare a data response Item1.2
for the Conpany?

A.  That sounds right. Yes, | did.

Q D d that data request ask, Does
M. Sweatnan agree that carrying costs associ ated
with gas storage inventory or costs that North
Shore or Peoples Gas, as the case nmay be,
recovers through its base rates?

A, Yes.
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Q And was your response yes?

A. The first part of it was yes, yes.

Q In preparing your reconmendation in this
case, did you consider the price of gas reflected
in Peoples Gas' and North Shore's base rates to
be irrel evant for purposes of your
reconmendat i on?

A.  Yes. | concentrated on the market val ue,
mar ket price of gas. | did not consider the cost
of gas in base rates.

Q Wuld you agree that there is no mechani sm
outside of a rate case for Peoples Gas or North
Shore to change the price of gas reflected inits
base rates?

MR HUCKMAN:  Sounds to ne |ike we're asking
for a legal conclusion and | woul d object to the
questi on.

M5. KLYASHEFF: The witness has testified
about inventory being something that's recovered
t hrough base rates. | agree that t here is an
el ement of single issue rate naking that has been

raised in this case, but | think the w tness
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hi nsel f has tal ked about what is or is not
recovered in base rates.

JUDGE ZABAN. I f he knows, he can answer.

JUDGE SHOMIS: | don't think he has to render
a legal position with regard to that. | say
putting aside any argunments about single issue
rate making, if you recall the question, why
don't you try to answer it.

THE WTNESS: Could you repeat the question

JUDGE ZABAN: Ms. Court Reporter, can you
repeat the question

(Record read as requested.)

THE WTNESS: Rather than answer yes or no it
appears that ny testinmony is related to the
storage carrying costs -- storage inventory
carrying costs and is not related to the cost of
gas that is passed through the gas charge; if
that clarifies.

As far as what | believe you're
referring to, the 11.1 cents, for example, yes, |
don't believe that woul d be changed between rate

case proceedi ngs.
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Q And it is your reconmendation that in
devel oping the credit that you have proposed that
a projected market price of gas should be used?

A Yes.

Q If during the course of this nmonth Peoples
Gas or North Shore were to purchase gas for
injection into storage, is it your opinion that
that gas woul d be purchased at a market price?

A, Wthout knowi ng any nore details | would
assune that that would be true, yes.

Q Do you know whether that transaction, that
purchase of gas for injection into storage woul d
be reflected in the Conpany's base rates or in
its gas charge?

A I'mnot sure if it would be reflected in
either. M testinony doesn't go to that type of
analysis. I'mnore interested in the purchase
price as one part of the formula to calculate the
savings credit.

Q Sois it your answer you do not know if
that particul ar purchase would be reflected in

gas charge or base rates?
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A. Not w thout knowi ng nore details.

Q Wuuld your answer be the sanme if, for
exanpl e, next nonth Peoples Gas or North Shore
wi t hdrew gas from storage, do you know whet her
that type of transaction would be reflected in
base rates or in a gas charge?

A. | think that certainly the purchase of
gas, the price of purchasing gas is reflected as
a passed through, it is in the gas charge
However -- again, |I'mnot |ooki ng at that
particul ar nechanismin ny testinony.

Q If we could now turn to Page 8 of your
direct testinmony. You identified three different
costs of borrowing that could be used to devel op
current charge rates, one of these is the
short -terminterest rate. Wat constitutes
short -term as you used those words?

A 1 didn't really try to define short-term
versus long-term | used those two terns,
short -and | ong as exanples of alternatives.
didn't really specify. | don't really have a set

definition of short-term
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Q Does your testinmony make any judgenents or
assunpti ons about the Conpany's use of short -term
borrowi ng to purchase assets?

A. Because ny testinony concludes that the
approved rate of return should be the rate used
for the carrying charge rate, | do not make a
j udgenent regardi ng short -term purchases.

Q And your answer would be the sane with
respect to long-term borrow ng?

A.  Yes, in that regard.

Q Also. On Page 8 you describe the carrying
charge rate for gas as the cost of borrow ng
money to buy and store gas until it is sold to
custoners. Wuld you agree with that descri ption
of your testinony?

A. Can | ask -- did you say the carrying
charge rate is defined as that? 1Is that what you
sai d?

Q | believe so.

A. Then | would agree that's what | said.

Q In your opinion, wuld the cost of

borrowi ng noney vary based on the tinme period
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bet ween when gas is bought and when it is sol d?

A. |1 would imagine that in the marketpl ace
yes, the rates would vary.

Q If gas were bought in the sumer nonths
and sold in the inmedi ately follow ng w nter
nmont hs, could that, in your opinion, produce a
different cost of borrowing than if the gas were
bought in the summer nonths and not di sposed of
for, say, three years?

A. Again, in ternms of nmy analysis, that
woul dn't nake any difference because |'musing a
different rate, but | would agree, that, yes
they woul d vary.

Q Please refer to Page 6 of your rebutta
testinmony. You refer to the Conpany's all owed
rate of return as a docunented bench nmark, is
that correct?

A. That's correct.

Q Do you agree that there are published
sources of information about short -termi nterest
rates?

A, Yes.
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Q Are there also such sources for long-term
interest rates?

A. | would imgine so, yes.

Q And, finally, if you could refer to Page
10 of your rebuttal testinony, at |east for
Peoples Gas it's on Page 10. AmI| correct that
it is your recommendation that the conpanies
include in their tariff a formula for determ ning
the credit?

A, Yes.

Q And would is that formula include a
speci fi ed nunmber of days of storage?

A.  One conponent of the formula would be --
yes, the nunmber of bank days is cal cul ated, yes.

Q And for Peoples Gas, | believe your
reconmendati on was the current nunber of 24
however, at this point, if M. lannello's
proposal s was adopted it would be 22?

A. That's correct.

Q And for North Shore | believe those
nunbers were 25 and 23?

A. That's correct.
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Q Do you agree that each year the conpanies
make filings to revise the nunber of days of
storage avail able to transportati on custoners?

A.  That is ny understanding, yes.

Q Is it also your understanding that the
Conpany' s have proposed that those filings would
af fect the nunber of days of storage avail able
under the SVT supplier progran?

A. To the extent that they were referenced in
those tariffs, yes

Q Wuld your formula take into account this
annual change?

A, Yes. | believe | recommend that the
conponents of the formula shoul d be updated at
| east annual ly.

Q And you include in that the nunber of
storage days as well as the conmponents you woul d
updat e?

A, Yes.

MR, KLYASHEFF: Thank you. | have no further
guesti ons.

JUDGE ZABAN:  Anything further for
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M. Sweat man?
JUDGE SHOMI S: | just have one question
EXAM NATI ON
BY
JUDGE SHOWI S:

Q M. Klyasheff referred to a data request
r esponse.

A, Yes.

Q And apparently was trying to show that the
answer that you gave today in response to her
question was different than what you indicated in
the data request response and | believe you
stated that there was -- sone other |anguage
after your answer -- would you just read for the
record the answer and then your conplete
r esponse.

A. M response was, Yyes.

Q Just go back. Read the question first.

A. On Page 4 of his direct testinony,

M. Sweatnman testified that Peoples Gas is likely
to realize savings associated with reduced gas

storage inventory requirements in connection with
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i npl enentati on of the program Does M. Sweatnman
agree that carrying costs associated with gas
storage inventory are costs that Peoples Gas
recovers through its base rates? |If not, please
expl ain your answer fully and provide al
supporting documentati on

M/ response was yes. However, under the
Conpany' s proposed expansi on of the Choices For
You Program increnental costs associated with
t he program woul d be recovered wi thout being off
set by incremental savings associated with the
pr ogr am

Q And | believe in the answer to that sane
guestion today when she asked you it, your answer
was no, is that correct?

Let me put it this way, do you believe
that that's the appropriate answer to that
question? The one that's specified in the data
request response.

A. | believe at the tinme this was an
i nadequate answer. | think since the time this

was devel oped, the distinction between base rates
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and increnmental costs and revenues associ ated
with the program and what Staff was
recommendi ng -- what |'mrecomendi ng which
applies to gas that isn't necessary -- the price
of gas that isn't necessarily passed through the
gas charge has been nade. I think that
distinction nowis made. Wen | first -- when I
did this data request it probably hadn't been
devel oped yet fully, so certainly there is a cost
of gas that is passed through. | think that's
why | said yes. However, |I'mnot |ooking at that
particular cost in ny analysis.
JUDGE SHOMI S: That's all | have.
JUDGE ZABAN: Anything further?
Andrew, do you have any redirect of
M. Sweat man?
MR HUCKMAN:  One nonent, pl ease.
May we take a noment ?
(Di scussion off the record.)
JUDGE ZABAN: Ckay. M. Minson, you have a
wi tness that you're going to present?

MR. MUNSON: Yes. | have signed affidavits
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and | just called and told himthat he didn't
have to appear.

JUDGE ZABAN: M. Butler and everybody has
been apprised of M. Butler and nobody has
cross-exam nation for M. Butler, is that
correct?

MR MUNSON: That's ny under st andi ng.

JUDGE ZABAN. And you have -- his testinony
has previously been filed on E-docket?

MR MINSON: Yes, it has.

JUDGE ZABAN: And you have an affidavit --

MR MINSON: Yes. Causing it to be prepared
wi th no changes.

JUDGE ZABAN: Ckay. And has that affidavit
been filed on E-docket?

MR MINSON: No, it has not.

JUDGE ZABAN: Ckay. You want to present that
to the Court Reporter so she can mark it for the
record?

MR MUNSON:  Yes.

JUDGE ZABAN: Wiy don't you just identify for

the record the exhibit nunber on M. Butler's
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t esti nony.
MR MUNSON:

testinmony in thi

M. Butler filed rebuttal

s proceeding in both dockets,

01-0469 and 01-0470. He filed 14 pages in each,

Dom ni on Retai l

Exhibit 1.0 and he also filed his

CurriculumVitae which is Exhibit 1.1 in each

docket .

JUDGE SHOM1S: Those are both on E-docket?

MR MUNSON:

JUDGE ZABAN:
testimony of M.

record.

M5. HUI ZENGA:

Those are -- yes, that's correct.
(Wher eupon, Dom ni on

Exhibit Nos. 1.0 and 1.1 were
marked for identification

as of this date.)

There being no objection, the

Butter will be admtted into the

(Wher eupon, Domi ni on

Exhibit Nos. 1.0 and 1.1 were
admitted into evidence as

of this date.)

M dAmeri can previously filed --

JUDGE SHOMIS: Wait a mnute. Wat nunber
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have you given to these affidavits, then, 1.27?

MR MUNSON:  Yes.

JUDGE SHOMIS: M. Butlers affidavits are
admitted into evidence as Dom ni on Retai
Exhibits 1.2 in both Dockets 01-0469 and 01-0470.

(Wher eupon, Domi ni on
Exhibit No. 1.2 was
adnmitted into evidence as
of this date.)

JUDGE SHOMIS: And just so the record is
clear, Dominion Retail Exhibits 1.0 and 1.1 are
adm tted as they appear on the E-docket system

JUDGE ZABAN: Ckay. You can proceed.

M5. HU ZENGA: M dAmerican previously filed
via E-Docket the rebuttal testimony of George

Phillips. W have also filed, via E-docket, the

affidavit of M. Phillips this norning, because
M. Phillips testinony was not marked as an
exhibit, | gave it to the court reporter a copy

of his testinmony marked, Exhibit No. 2 which she
has at the nonent since the E-docket was not --

is not so marked. M dAnerican noves that
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M. Phillips testinony be entered into the record
via affidavit. It was previously filed affidavit
01-0470.

MR FEIN: Wat was the exhibit nunber?

M5. HU ZENGA: Exhibit No. 2.

JUDGE SHOMI S: This affidavit does it have a
nunber on E-docket?

M5. HU ZENGA: No, it didn't but we can nake
it 2.1. | gave her a copy of that.

(Wher eupon, MEC

Exhibit Nos. 1.0, 1.1,
2.0 and 2.1 were

marked for identification
as of this date.)

M5. HU ZENGA: M dAmeri can had previously
filed via E-docket the rebuttal testinony of
Geta Night in 01-0470. Those -- we have al so
previously filed an affidavit for Ms. N ght.
These two pi eces have now been narked, the
rebuttal testinony is MEC Exhibit No. 1.0 and the
affidavit is MEC Exhibit 1.1. M dAmerican noves

their adm ssion via affidavit.
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JUDGE ZABAN: Any objection?

JUDGE SHOMI S: The rebuttal testinony of
Ms. Night is admtted as MEC Exhibit 1.0. Her
affidavit is admtted as MEC Exhibit 1.1. The
rebuttal testinony of M. Phillips, just so the
record is clear, is admtted as MEC Exhibit 2.0
and his affidavit is admtted as MEC Exhibit 2.1.
The reporter has marked the copy because |
bel i eve those docunents as they appeared on
E-docket did not have a nunber associated with
t hem

(Wher eupon, MEC

Exhibit Nos. 1.0, 1.1,
2.0 and 2.1 were
admtted into evidence as
of this date.)

JUDGE SHOMI S:  You may proceed.

MR. REVETH S: Yes, your Honor. W at this
time would, if it pleases you, we would call
Charles lannello. | believe M. lannello has
been previously sworn.

JUDGE SHOW| S: | think he was in the room
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CHARLES | ANNELLG,
called as a witness herein, having been
previously duly sworn, was exam ned and testified
as follows:

DI RECT EXAM NATI ON

BY

MR REVETH S:

Q Sir, would you kindly state your nane,
title and business address for the record, if you
woul d, pl ease.

A. M nane is Charles Christian Salvatore
lannello. My position is economc analyst in the
policy program of the energy division at the
II1inois Conmerce Conm ssion.

Q You have before you, sir, a docunment which
has been previously marked for identification as
ICC Staff Exhibit 1.0 entitled, the Direct
Testinmony of Charles C.S. lannello in the North
Shore Gas Company Docket, 01-0469 dated
Septenber 5, 2001, consisting of 32 pages of
narrative testinmony along with Attachnment A

consi sting of 10 pages and Attachment B
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consi sting of 1 page?

A, Yes.

Q Do you al so have before you a docunent
whi ch has al so been previously marked for
purposes of identificati on as 1CC Staff Exhibit
No. 5 which is entitled, the Rebuttal Testinony
of Charles C.S. lannello also on the North Shore
Gas Conpany, Docket No. 01-0469 dated Cctober 4,
2001?

A, Yes.

Q And you al so have before you, sir, a
docunent which has about previously been narked
for purposes of identification as |ICC Staff
Exhibit 1.0 entitled, the Direct Testinony of
Charles C. S. lannello in the Peoples Gas Light
and Coke Conpany, Docket No. 01-0470 dated
Sept enber 5, 2001, along with acconpanying
exhi bi ts?

A, Yes.

Q And do you al so have before you a docket
whi ch has previously been marked for purposes of

identification as ICC Staff Exhi bit 5.0 entitled
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the Rebuttal Testinmony of Charles C.S. lannello
in the Peoples Gas Light and Coke Conmpany, Docket
No. 01-0470 dated Cctober 4, 20017

A Yes.

Q I ask you, sir, if the testinony and
acconpanyi ng attachnents and exhibits were
prepared by you or under your direction and
control, sir?

A.  Yes, they were.

Q If I were to ask you exactly the same
questions as set forth therein in your prepared
narrative testinonies would you, in fact, here
and now gi ve exactly the same responses?

A, Yes.

Q Is there -- are there any additions,
nmodi fications or corrections you wish to make to
any portion of your file here today, sir?

A No.

Q Is it your intent that this be your sworn
direct rebuttal testinmony in these two dockets,
sir?

A, Yes.
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MR REVETH S: Your Honors, we at this tine
ask for the admission into evidence of Illinois
Conmer ce Conmi ssion Exhibits 1.0 and 5.0 in the
Docket 01-0469 and al so Exhibits 1 and Exhibit 5
in the Peoples Gas Light and Coke, Docket 01 -0470
at this tinme. And we also at this tine offer the
witness for cross-exam nation

JUDGE SHOWMI S:  Just so the record' s clear
were there two separate versions of Staff Exhibit
1.0, one being confidential and proprietary and
one being -- non proprietary?

MR REVETH S: That's correct and they were
filed on E-docket.

JUDGE SHOMI S: (Obviously the confidentia
exhibit -- well, on the E-docket systemis not
avail able to the public.

MR REVETH' S: That's correct and if there's
any cross-exam nation regarding that material, we
will do our best to warn the proceedi ngs so we
can go in canmera if that that's necessary.

JUDGE SHOMI S:  Staff Exhibits 1.0 and 5.0 are

admtted into evidence in both Dockets 01 -0469
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and 01-0470 as they appear on E-docket. Just so
the record' s again clear, there is a separate
confidential Staff Exhibit 1.0 in both of those
docket s.
(Wher eupon, Staff
Exhibit No. 1.0, 5.0, were
admtted into evidence as
of this date.)
JUDGE SHOMI S: Parties may cross.
CRCSS - EXAM NATI ON
BY
MS.  KLYASHEFF:

Q ood afternoon, M. lannello. As you know
doubt have been stuck in this roomthis
afternoon, 1'm Mary Kl yasheff, | represent
Peopl es Gas and North Shore. [If you could please
refer to Page 14 of your Peoples Gas direct
t esti nmony.

Do you agree that all other things are
not equal with respect to Peoples Gas' and N cor
Gas' systens and prograns?

A I'mnot sure that's what I'mtrying to say
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there. | guess all other things being equal is a
little redundant just because |I'm saying
uniformty across the two prograns which woul d
mean havi ng the sanme thing across both prograns,
the sanme tariff provisions would be benefi ci al
So I'msaying, | guess, all other things being
equal and uniformty are essentially the sane
thing. | could alnost elimnate that phrase
right there, "all other things being equal."
don't think it's necessary, but if you go on, it
would still stand as uniformty across the two
prograns and what | was trying to say was,
| ooking at those tariff provisions that I
di scussed in ny testinmony where | recommended
that they be simlar to Ni cor's. | amtestifying
that it would be beneficial if they' re the same
across prograns.

Q D d you respond to a data request fromthe
Conmpany Item No. 1.67

A Yes. Wll, I"'mnot sure. | actually have
all of ny data request responses in front of me

here, so if | could refer to those. | have a
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data request response 1.6.

Q Is the data request on Page 11 of his
direct testinmony, M. lannello stated, quote, A
ot her thi ngs being equal, uniformty across the
two prograns create efficiencies that encourage
suppliers to participate in both prograns, closed
quot e.

Sub question A, is it M. lannello's
position that all other things are equal with
respect to North Shores and N cor Gas' systens
that support the progranms? It was a conbo
question for Peoples Gas. Please explain fully
and provide all supporting docunmentation

Was your response to that question, no,
M. lannello does not believe that all other
things are equal about between the two conpanies
systens and programs, M. lannello believes that
uniformty in and of itself will create
efficiencies to the benefit of all market
participates. Was that accurate?

A, Yes.

Q Do you no |onger believe that?
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A I -- if you go back to ny testinony I
don't say all other things being equal between
Ni cor Gas and Peoples or Nicor Gas and North
Shore. | just nmake a statement all other things
bei ng equal and like | said, it could be
elimnated because it's redundant, but here
you're asking me if all other things are equal in
this data request with respect to Peoples Gas and

Ni cor Gas' systens that support the prograns and

I"manswering, no. |I'mnot claimng that in ny
t esti nmony.
M5. KLYASHEFF: | nove to strike the w tness es

answer as nonresponsive. M question is whether
or not he still believes what he said in the data
r esponse.

MR REVETH S: It nost certainly is
responsive. He's clarifying the -- what appears
to be a m sunderstandi ng between his response to
data request 1.6 and his narrative testinony.

JUDGE SHOMI S: Well, it's ny understanding
based on his answer that he stands by his

response to the particular data request and al so
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stands by his answer that he gave you today.
THE WTNESS: That's correct.
BY MS. KLYASHEFF:

Q Do you agree that it is possible the
di fferences between the gas supply and capacity
portfolios of the Peoples Gas and N cor Gas coul d
provide a basis for programdifferences?

A. | can't comment on that w thout know ng
what programdiff erences you're referring to. |
woul d suppose that -- | think | even testified
that there are some program differences that
mght -- | mean, there are sone -- can you repeat
the question pl ease?

Q Do you agree that it is possible the
di fferences between the gas supply and capacity
portfolios of Peoples Gas and N cor Gas could
provide a basis for programdifferences?

A.  Yeah, | wouldn't be able to answer that.
I'"d have to know which differences we're talking
about. | would inmagine that, yes, they may or
they may not. It depends on what aspects of the

programyou're tal king about and | think
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testified to that -- | did testify to that.

Q Wuuld your answer be the sanme for North
Shor e?

A Yes.

Q Do you agree that the storage service
provided to SVT suppliers is supported by the
storage services that are purchased by the
Conpany, and for Peoples Gas both services that
purchased and are owned by the Conpany?

A I'msorry. Could you repeat the question
agai n?

Q Do you agree that the storage services
provided to SVT suppliers is supported by the
storage services that are purchased by the
Conpany and for Peoples Gas, both purchased and
owned by the Company?

A.  Not necessarily. | nmean, it could be
possi bl e that SVT suppliers could purchase system
of f -storage that's independent of storage that's
recovered through the Conpany's base rates and
gas charges; but the services that the Conpany

of fers, the banking and the -- whatever
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basically, the allocated storage through this
tariff here, yes, is supported by storage and
on-system and of f - system storage, no notice
service and pipeline transportation that
acconpani es that.

Q Is it correct that the service flexibility
of the purchased storage services are subject to
tariff and contractual limtations?

A. That's correct.

Q Is it correct that the flexibility
associated with Peoples Gas' own storage field is
subj ect to physical constraints?

A, Yes.

Q Wth respect to your proposed heating
degree day adjustnent to the required daily
delivery quantity, if Peoples Gas or North Shore
were to vary in storage withdrawals for SVT
suppliers in the manner that you proposed, do you
agree that this woul d affect the wthdrawals
avail abl e for sales custoners?

A | would say that it's possible that it

could affect what's available to sal es custoners.
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Q Does support for your proposed 10 percent
daily tol erance include the Comm ssions approval
for such a tolerance for N cor Gas?

A.  Pardon ne?

Q Does support for your proposed 10 percent
daily tol erance include the Comm ssions approval
of such a tolerance in recent N cor Gas
pr oceedi ngs?

A, Yes.

Q Do you know whether the |evel of tolerance
was a contested issue in that proceedi ng?

A | wuld say that --

MR REVETH S: |If you know.

THE WTNESS: -- yes the level of tolerance
was a contested issue. | believe that
M. Merzwa, who was sponsored by consuner and
governmental intervenors recomrended nore
flexibility with use of storage, so, in that
sense, he was recomendi ng that suppliers have
more flexibility and to the extent that
flexibility, although I don't necessarily agree

that all -- the delivery tol erance provides
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suppliers with the type of fl exibility that

M. Merzwa testified about. He was nevert hel ess
testifying about providing suppliers with nore
storage flexibility. So it was a contested
issue. He wanted to essentially elimnate the
delivery tolerances and require the Conpany to
provi de paraneters for which they could operate
storage as they pl eased.

Q Is it your understanding that N cor Gas'
proposal to offer a 10 percent tol erance was
based on Nicor Gas' operational and reliability
concerns?

A, Yes.

Q Do you agree that while Peoples Gas and
Ni cor Gas may use sone supplying capacity assets
that are conparabl e, other supplying capacity
assets are not conparabl e?

A. | can't answer that w thout know ng
specifically which assets you're conpari ng.

Q Do you have your response to Conpany data
request 1.15 B?

A, Yes.

243



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Does that question state, Is it
M. lannell o' s opinion that Peoples Gas has
assets conparable to those available to N cor Gas
to support a daily delivery tol erance? Please
explain fully and provide all supporting
docunent ati on.

Response: M. lannello bel ieves that
sone of the Conpany's assets are conparable to
the assets available to Nicor Gas to support a
daily delivery tolerance. For exanple, both
Ni cor Gas and the Conpany have contracted for no
noti ce service on NGPL. (Qther assets are not
necessarily conparable. For exanple, Conpany
contracts for |eased storage services while N cor
Gas uses its on-system storage.

Did | read that response correctly?

A, Yes.

Q Is it your response today?

A, Yes.

Q Wuld your answer be the sane for North
Shor e?

A Yes, | believe it is. I'd have to check
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that for sure though. Let ne just see if there's
sone differences. | just want to make sure that
my answers are identical for both data request
responses. Yes.

Q Do you recommended a 2 percent nonthly
tolerance. I'mgoing to ask you a series of
questions about the nonthly tol erance
reconmendation that are the sane as those that we
j ust tal ked about for the daily tolerance. Wuld
your answers be the sane?

A. 1'd have to know how far back that series
of questions went really, | guess.

Q Does support for your proposed 2 percent
daily -- nonthly tol erance include the
Conmi ssi ons approval of such a tolerance in the
Ni cor Gas proceedi ng?

A. That's one thing that | used as support
for ny recomrendati on

Q Do you know whether the |level of nmonthly
tol erance was a contested issue in the N cor Gas
pr oceedi ng?

MR REVETH S: Whether it was or wasn't, |I'm
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not certainit's relevant if it's part of the
order in the docket. |If you want to expl ore what

specifically --

M5. KLYASHEFF: 1'll wi thdraw the question
JUDGE SHOMIS: | agree. Unless an issue is
being --

JUDGE ZABAN. It's wi thdrawn.

JUDGE SHOMIS: Right. But |I don't think
there should be any simlar questions unless an
i ssue is being reconsidered as part of the
reheari ng because Conmi ssion -- the Comm ssions
reached a final decision with regard to an issue.
I don't have see the necessity of asking whether
that was a contested issue or not. |If it's on
rehearing, well that could be pointed out.

JUDGE ZABAN: Yeah, but the problemis here
the parties could have agreed to it, okay, so it
isn't relevant because she w thdrew
BY MS. KLYASHEFF:

Q Is it your understanding that Natural Gas
Pi pel i ne Conpany applies tol erances to individua

shi ppers on its systenf®
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A, Yes.

Q Do you know if this is the case for other
pi pel i nes servi ng Peopl es Gas?

A It is not the case. |It's ny understandi ng
that it's not the case.

Q Do you know whet her Natural would
aggregate Nicor Gas deliveries with Peoples Gas
deliveries to determ ne tol erance?

A |1 didn't hear the first part of the
question. Can you repeat it, please?

Q Do you know whet her Natural would
aggregate Nicor Gas deliveries with Peoples Gas
deliveries to determne the applicable tol erance?

A. 1t's ny understanding that they would not.

Q Do you know whet her Truckline Gas Conpany
woul d do so?

A. Not to ny know edge they would not, |
don't believe.

Q A & R Pipeline Conmpany?

A No.

Q Page 24 of your Peoples Gas direct

testinmony. You refer to an inbal ance being
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carried over fromone nonth to the next; is that
correct?

A, Yes.

Q Does that nean, for exanple, that an
Cct ober i nbal ance woul d be carried into and
resol ved i n Novenber?

A. No. Wll, that's what it neans there, but
it's ny understanding that administratively that
woul dn't -- that woul d be infeasible because the
nont h end i nbal ance woul dn't be determ ned unti
slightly after the end of the nmonth, so the
i mbal ance woul d have to be carried over to -- for
exanple, if the inbal ance was in Cctober, the
carry-over would go to Decenber.

Q Do you agree that Peoples Gas has proposed
mont hl y cash-out uses prices fromthe nmonth in
whi ch the inbal ance occurred?

A, Yes.

Q Do you agree that the prices in the nmonth
i nto which the inbalance may be carried are
likely to differ fromthe nonth in which the

i tbal ance occurred?
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A, Yes.

Q Wth reference to Page 25 of your Peopl es
Gas testinony you recomended a $2. 00 per therm
of MDQ paynent assurance, is that correct?

A, Yes.

Q Is a basis for your recomendation the
fact that the Conm ssion approved this assurance
in the recent Nicor Gas case?

A. That is a basis for ny conclusion, yes.

Q Is it correct that you do not have any
anal yses or calculations in support of your
direct testinmony recommending this |level of
paynment assurance for Peoples Gas?

A. | believe that Nicor's perfornmance
assurance was $4.00 per thermup until about two
years ago and a filed to reduce it to $2.00 per
thermfor group MDQ or group peak demand,
essentially, that was over a certain quantity and
then they worked with Staff and Staff performed
sone anal ysis and the end result of that was an
agreenent between N cor and Peopl es to reduce

the -- I'"'msorry, between N cor and Staff to
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reduce the charge to $2.00 per thermfor all

group

MQ

Q Do you have a copy of your response to

Conpany data request 1.29?

A

Yes.

Q Does that

direct testinony,

M.

the SVT supplier's paynent assurance be set at

$2.00 per thermof MDQ. Please provide al

docunent ati on,

anal yses and cal cul ations in

support of the $2.00 anount.

Response:

M. lannell o recommended a

payment assurance of $2.00 per thermof MXQ

because this is the paynent assurance that was

approved by the Commi ssion in Docket Nunbers

00- 0620/ 00- 0621 consol i dat ed.

| ast

5 = © 2

Didl

read that cor rectly?

Yes.
KLYASHEFF:
guestion, so

Yes, that's correct.

Was your answer the same for North Shor

And I'mnot allowed to ask

have no further questions.

request state on Page 25 of his

|l annel | o recommended t hat

e?

ny
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Thank you.

JUDGE SHOMI S:  You could try.

MR KELTER (hject to that conment.

JUDGE SHOMIS: | mght re- -- if it has to do
wi t h whet her sonething was contested or not, ']
allow you to ask it.

M5. KLYASHEFF: | will handle it in briefs.

JUDGE ZABAN: It's a matter of public record,
so it is a proper argunent in briefs.

JUDGE SHOMIS: Right. And actually when I
t hi nk about it whether sonething was contested or
not probably does have sone rel evance. So ny
prior comrents were probably wong when | said
that doesn't have any rel evance.

Is there anything further of
M. lannell o?
MR MUNSON:  Yes.
JUDGE ZABAN: Ckay. M. Minson, keeping in

mnd that M. Cohen is waiting.
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CRCSS EXAM NATI ON
BY
MR MJUNSON

Q Wuld you agree with nme that suppliers
that will be serving customers in N cor's
Custoner Select Programare likely to be the sane
or siml ar suppliers that will serve custoners in
Peopl es progran?

A, Yes.

Q Now, am !l to understand your testinony
that you are advocating increasing the tol erance
level to Nicor's -- simlar to Nicor's programto
a 10 percent tolerance level; is that correct?

A. That's one thing that | advocated. |
also -- in the same vain said | would be open
to -- let's see, | have to refer to ny direct
testinmony, but | think |I said | would be open to
providing suppliers with nore flexibility if
anybody had such a proposal and | believe that
two suppliers -- actually, Dom nion Retail and
M. Merzwa, who is testifying on behalf of

consuner and governnental intervenors and
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Merola -- Becky Merola, who testified on behalf
of The New Power Conpany all recomended t hat
suppliers be given nore flexibility over storage
Sone people, basically, said that they should --
they recommend that the Conpany assi gned
paraneters to the use of storage.

And so | said | was open to proposal s of
that nature and -- but ny main proposal where
I -- | also proposed this proposal which was 10
percent delivery tolerances which is simlar to
Ni cor's program

Q kay. Let's nove on to another area.
There has been much di scussi on regarding the use
of setting appropriate enrollnent limts in this
proceedi ng which I think you addressed in your
testinmony and | believe the level for the first
year for Rate 1 customers is approximately at 9
percent for the first year. | mean, would you
agree that that's approxi mately what Peopl es has
set the enrollment Iimt at?
A, Yes.

Q Now, would you agree with nme that the
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Conpany' s use of gas supply considerations was
tantanmount in setting appropriate enroll nent
limts for the progran?

A.  Can you repeat the question again, please?

Q Sure. Do you believe that the Conpany's
use of gas supply considerations was consi dered
in setting appropriate enrollnent limts?

A. | assune by "gas supply" you nean al
gas-type charges that flow through the purchase
gas adjustnment which woul d include storage, no
notice service, pipeline transportation and
commodity supply. Their testinmony is that it was
set in that way, but | don't necessarily agree
with that testinony. W've talked to -- there's
been sonme di scussion of when contracts expire as
to -- this has some affect on what enroll nent
limts they need to set, but there was no
di scussion of the ability to rel ease capacity
into the secondary market which would all ow them
to recover the costs of those assets.

So, | guess, their claimis that that's

why they set the enrollnment Iimts, but | didn't
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see any analysis for that and | think that there

are ways to -- that they could potentially
mtigate those supply concerns and I -- nost of
the contracts, like sone contracts expire within

a year, so maybe other contracts may expire in
two or three years. | don't know exactly when
all the contracts expire, but these are al
thi ngs that should be factored in.

Q Let's stop there for a second. | think
we're wandering off. Let's -- and no, |
appreci ate your answer on that, but, Peoples
asked you whether -- as a followup to their
question -- whether you knew of any differences
between Nicor's and Peoples' system is that
correct?

A, Yes.

Q To your know edge, are there differences
bet ween Peopl es and North Shore's systemas well?

A, Yes.

Q Is it correct that Peoples and North Shore
have filed practically identical prograns and

tariffs in this proceedi ng?

255



10

11

12

13

14

15

16

17

18

19

20

21

22

A, Yes.

Q Wuld you agree with nme that increasing
the tolerances to plus or mnus 10 percent would
provide suppliers greater flexibility in the
products and services it -- they would offer the
cust oners?

A. | would say that that part of ny proposa
of fers them sonmewhat greater flexibility than 3
percent. Although -- because there's a true-up
at the end of the nonth where their --
deliveries -- their actual deliveries nust be
within plus or mnus one percent -- their net
actual deliveries nmust be at plus or mnus 1
percent of the required delivery that the Conpany
estimates on a daily basis, the sumof those,
that it doesn't actually provide that much
flexibility. 1In other words, they can swi ng 10
percent on one day or the other, but as the
course of the nonth goes on, they have to make
that up on the other side, so they couldn't just
consistently use the flexibility of storage by,

you know, going 10 percent over for several days
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inarow Eventually they have to catch up in
the end. The real flexibility would be provided
t hrough - -

MR MINSON: 1'mgoing to object and state
that that's nonresponsive and nove to strike
pretty much his answer to that question. And |et
me try himagain and see if we can connect here.

JUDGE ZABAN: M. Revethi s?

MR REVETH S: W feel it was responsive. He
was just explaining his answer, your Honor, on --
he went on to explain how --

JUDGE SHOMIS: 1'Il permit the answer to
remain. | think -- ny inpression of his answer
was that it does give you sone greater
flexibility on a daily basis, but you have to
have keep in mind the tolerances that you have to
stay within on a nonthly basis. So | think his
answer was, yes, if you're just looking at daily
but you have to keep in mnd that you still have
t hose monthly tol erance.

BY MR MJUNSON

Q Gven that Peoples requires the tol erance
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| evel of 3 percent versus Custoner Sel ect Program
that allows for 10 percent, between those two
prograns whi ch one, in your opinion, provides
suppliers greater flexibility to offer its
products and services to custoners?

A. N cor's, 10 percent.

MR MIUNSON: | don't have anything further.

JUDGE ZABAN:  Anything further for
M. lannello?

EXAM NATI ON
BY
JUDGE SHOWI S:

Q | just had a couple questions. Just so
I"mclear on one point, M. War indicated that
there are significant differences between the
assets available to Nicor Gas and those avail abl e
to Peoples or North Shore and that was one of the
reasons he indicated why the Comm ssion shoul d
not adopt the provisions approved for Nicor with
regard to delivery tol erances, for exanple, for
Peopl es and North Shore.

So | just want to get some

258



10

11

12

13

14

15

16

17

18

19

20

21

22

under st andi ng. When you reconmended the sane
tariff provisions with regard to delivery

tol erances and other natters for North Shore and
Peopl es that were identical to Nicor Gas, did you
exam ne whet her there were any differences
between the assets available to Nicor and -- and
Ni cor on the one hand and North Shore and Peopl es
Gas on the other? In other words, did you

exam ne whet her there were different operating
conditions, assets available that woul d | ead you
to conclude that the same provision should not be
applicable to all three Uilities?

A. | did examne the assets. As | testified
earlier there -- North Shores are different than
Peoples, Nicor's are different than Peoples and
North Shore and North Shore is different -- you
know, all three utilities have different assets.
Sone have on-system storage, some have off -system
storage. M. War proposed a 3 percent delivery
tol erance based on a delivery tol erance on NGPL,
Natural Gas Pi pel i ne Conpany of Anerica, and the

fact that delivery tolerances -- there's no
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delivery tol erances offered on other pipelines,
so he just backed off on the 5 percent delivery
tol erance that NGPL offers to account for the
fact that other pipelines don't offer that.

M/ -- I'mtestifying that pipeline
delivery tol erances don't have anything to do
with the delivery tolerance that suppliers should
be offered in this program Suppliers have to
contract for their own pipeline transportation to
t he Peopl es and North Shores and N cor's systens.
They buy pipeline transportation on their own.
The delivery tol erances that North Shore and
Peopl es are offering and N cor, are based on the
on-system storage, the off-system storage, no
noti ce bal anci ng services; these are the assets
that suppliers pay for in these prograns and
these are the sane assets that allow the Conpany
to -- for exanmple, nmeet a certain percentage of
peak day needs.

M. Wear's delivery tolerances and their
met hod for withdrawi ng gas from storage, for

exanpl e, would not allow suppliers the sane
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access to storage that the Conpany uses when they
meet peak day. They require the same anount of
gas to be withdrawn from storage each day through
the nonth and when -- so that is one exanple
where the utility obviously has the flexibility
to nmeet peak day demand with a certain percentage
of storage. They couldn't meet that demand every
day. As they neet that denmand, storage runs down
and then there's not as much deliverability, they
may have to cycle; but those are the types of
assets that provide that flexibility and nobody
has specifically quantified exactly what that is,
but if you exam ne how those assets are used, the
Conpany -- for exanple, M. War testifies on --
about sone | arge volume custoners and the
flexibility that they're provided. And he says
that sonetimes they're bringing in tw ce what
their actual deliveries are, | believe, | may be
off alittle bit on that, but extrenes where
they' re swinging and these are the sane types of
assets that these custoners are going to be using

and paying for and these customers are limted to
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a very narrow flexibility over that.

So what | didis, |I |ooked at those
assets and | said Wiat does the Conpany do with
t hose assets? You know, they're able to neet a
certain percentage of peak demand, | don't recal
of fhand exactly what that is, but it's extrenely
hi gher -- the percentage that they use -- the
percent age of storage that they use to neet peak
demand storage and no notice services is higher
t han what they would provide custoners wth.

And, in fact, there was a case before
the Comm ssion a couple years ago it was Docket
No. 98-0819 and Docket No. 98-0820, North Shore
and Peoples, where they were attenpting to
established a fixed charge and what they did was,
they | ooked at what normal deliveries would be
t hr oughout a season and they said, This is how
much gas we can purchase with certainty and they
clainmed that anything that was above or bel ow
that, they woul d have to buy options for and that
was built into the cost of this fixed charge. |

bel i eve that the Conmi ssion eventually rejected
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their proposal because the Conpany doesn't have
to buy options to neet that swing. They use
t hese storage services, no notice services,
changes in pipeline nomnations to adjust for
changes in demand and those are the assets that
these custoners are paying for and that's why I'm
suggesting a greater tolerance. | think they
shoul d be based on those assets, not on what
pi peline inbal ance -- pipeline tolerances are.
Furthernmore, to base themon the
pipeline -- well --

Q You already explained that.

A.  There's some stuff in nmy testinony --

Q If I understand what you did, you did
exam ne or | ook at whether there were differences
in assets available to N cor versus those
avai |l abl e to Peoples and North Shore and | ooked
at how they were utilized, but where you
recommended uni formed treatment with regard to
delivery tol erances and ot her areas, you
determ ned that there wasn't sufficient

justification for different provisions for
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Peopl es and North Shore then those for N cor Gas?

A.  That's correct.

Q One last question with regard to default
servi ce proposal of New Power Wtness Merola.

A, Yes.

Q What's your understandi ng of how t hat
works? |If the default service proposal were
avai |l abl e a custoner could not decide, yes,
still would like to go back to gas sal es service
fromNcor? In other words, you'd have to pick a
conpeting offer froman alternative SVT supplier?

You woul dn't have the option of saying, Well,

even -- |'ve looked at all those offers and
think I still would like to go back to sales
service?

A. | think that's what | testified to, yes.

| believe that was ny testinony.

Q Is that your understanding of how it would
work? Do you know that for sure or is that just
how you interpret the default service proposa
that you -- under no circunstances could you say

I don't like any of these default offers and I'd
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still, for whatever reason, like to go back to

Ni cor Gas for sales service? I'mtalking
about - -

A Yes.

Q -- Peoples or North Shore for sales
service?

A. My understanding was -- can | find that in

ny testinony here?

Q It's on Page 20 of your rebuttal

A.  Yeah, | believe that are she said
custoners that participate in the program and
custoners that are new to the utilities system
woul d no | onger have the option of choosing
traditional sales service. She didn't say that,
but she said they would have to go to the default
supplier and that's what | specifically objected
to because as | state later that -- |'ve always
nmoved forward or | always reconmended t hese
prograns based on the idea that customers would
have the option of returning to sale service if
they were not happy with the service.

Q So you believe that her default service
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proposal would not enable a custoner to return to
traditional sales service fromthe -- fromMNorth
Shore or Peoples Gas? They wouldn't have that
option?

A.  That was ny under st andi ng.

Q I'mnot sure if that option is avail able.
If it were available, do you have a problemw th
defaul t service?

A No. | think, actually, it would be a good
thing if -- as long as the custoner had the
option it would just provide theman outlet for a
pl ace to get service for say, nore than the
Conpany' s proposed 60-day period where they have
to decide or stay with sales service for a year
If it didn't have that then they can choose
bet ween going on sale service or say, noving to
anot her supplier and understanding that it
doesn't matter how long they're with that
supplier they would at sone point -- at any point
have the choice of taking service from anot her
supplier, so it's a way around the Conpany's

60-day limt on return to sale service.
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JUDGE SHOMI S: That's all | have.

MR REVETH S: Can we have a nonent for
redirect, please?

(Di scussion off the record.)

MR REVETH'S: No redirect of this w tness.

JUDGE SHOMI S:  You may proceed, M. Kelter.

MR KELTER  Thank you.

M. Cohen are you there?

THE WTNESS: Yes, sir.

JUDGE ZABAN: Did you swear M. Cohen in?

JUDGE SHOMIS: So you're going to have him
identify his testinony and not have an affidavit
obvi ously, correct?

MR KELTER R ght.
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(Wtness sworn.)

MARTI N COHEN,
called as a witness herein, having been first
duly sworn, was examned and testified as
foll ows:

DI RECT EXAM NATI ON

BY

MR KELTER

Q M. Cohen, could you please state your
nane, position and address for the record

A. | amMrtin R Cohen, the executive
director of the Gtizens Uility Board. M
busi ness address is 208 South LaSalle, Suite
1760, Chi cago.

Q And do you have before you two pieces of
testinmony, both marked CUB Exhibit 1.0, the
direct testinmony of Martin R Cohen on behal f of
the Citizens Uility Board for Dockets 01 -0469
and 01-0470?

A Yes, | do

Q And were these docunents prepared by you

or under your supervision?
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A.  Yes, they were.

Q And if I asked you the questions in these
docunents today, would your answers be the sane
as they are in these docunents?

A. Exactly the sane.

MR. KELTER | hereby nove that CUB Exhi bit
1.0 in Docket No. 01-0469 and CUB Exhibit 1.0 in
Docket No. 01-0470 be admtted for the record.

JUDGE SHOMIS: CUB Exhibit 1.0 in both
Dockets, 01-0469 and 01-470 are adnitted into
evi dence.

(Wher eupon, CUB

Exhibit No. 1.0 was
admtted into evidence as
of this date.)

MR. KELTER  Thank you.

JUDGE SHOM1S: M. Cohen, none of the parties
have any cross of you.

THE WTNESS: Thank you.

JUDGE ZABAN: M. Minson, you didn't have
cross for M. Cohen?

MR MUNSON: No, | did not.
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JUDGE SHOMIS: You're free to hang up.
(Recess taken.)

JUDGE SHOMIS: M. Merzwa, let me swear you

(Wtness sworn.)
JUDGE SHOMI S: You may proceed, Ms. Edwards.
JEROVE M ERZWA,
called as a witness herein, having been first
duly sworn, was exam ned and testified as
fol | ows:
DI RECT EXAM NATI ON
BY
MS. EDWARDS:

Q M. Merzwa, can you state your nane,
title and business address for the record.

A Yes. M nane is Jerone DO Merzwa, | am
princi pal and president of Exeter Associ ates,
Inc. M business address is 12510 Prosperity
Drive, Suite 350, Silver Spring, Mryland, 2 0904.

Q Can you spell your |ast name as well,
pl ease.

AL Merzwa is spelled M-i-e-r-z-wa.
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JUDGE SHOMI S: | apol ogi ze for m sspelling
your nane nmany times in the N cor order.

THE WTNESS: You got the order right, though.
BY M5. EDWARDS:

Q M. Merzwa, do you have before you two
pi eces of testinony |abeled GCI Exhibits 1.0 in
Docket Nos. 01-0470 and 01-0469?

A. | do.

Q Do you also have two docunents before you
| abel ed GCI Exhibit 2.0 in Docket Nos. 01 -0469
and 01-0470?

A. | do.

Q Are these documents your testinmony -- your
direct and rebuttal testinony in these
pr oceedi ngs?

A.  They are.

Q Was this testinony prepared by you or
under your direction or supervision?

A, Yes, they were.

Q Do you have any changes to these
docunent s?

A Not that |'maware of.
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Q kay. |If I were to ask you these
questions orally here today, would your answers
remai n the sane?

A.  They woul d be.

M5. EDWARDS: | woul d nove for the adm ssion
of GCI Exhibits 1.0 and 2.0 in Docket Nos.
01-0469 and 01-0470. Al of his testinmony has
been prefiled via E-docket and there are no
changes to the original filings via E-docket.

JUDGE SHOMI S: GOl Exhibits 1.0 and 2.0 in

Dockets 01-0469 and 01-0470 as they appear on the

Conmi ssi ons E-docket systemare admitted into

evi dence.
(Wher eupon,
Exhibit Nos. 1.0 & 2.0 were
admtted into evidence as
of this date.)
M5. EDWARDS: |'ve tendered the wi tness for

cross-exani nati on.

JUDGE SHOMI S: Parties may cross.
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CRCSS - EXAM NATI ON
BY
MS.  KLYASHEFF:

Q ©ood evening, M. M erzwa.

A.  Good eveni ng.

Q M name is Mary Klyasheff and | represent
Peopl es Gas and North Shore. Do you agree that
carrying costs associated with gas storage
i nventory are costs that Peoples Gas and North
Shore recover in their base rates?

A.  Yes, | do.

Q In your recommended conputation of savings
associated with i nventory, aml correct that it's
your recomendation to use a future market
projection for gas prices?

A. Yes. In ny rebuttal | used the nost
recent futures price.

Q Do you know whether is there a nechani sm
outside of a rate case for Peoples Gas or North
Shore to change the price of gas reflected inits
base rates?

A No, | don't.
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Q If during the course of this nmonth Peoples
Gas or North Shore were to purchase gas f or
injection into storage, in your opinion, would
t hat gas probably be purchased at a market price?

A. That would be ny -- that would be a
reasonabl e assunption I would think.

Q Wth respect to that gas which was
purchased for storage injection, do you know
whet her Peoples Gas or North Shore would reflect
the costs of that purchase in base rates or in
its PGA?

A.  That purchase | don't believe would be
reflected until the gas was w t hdrawn and woul d
eventual ly be reflected in the PGA

Q So for exanple, if next nmonth Peoples Gas
or North Shore were to withdraw that gas, your
expectation is that it would be reflected in the
PGA.

A.  Yes.

Q If I can nowrefer to Page 13 of your
Peopl es Gas direct testinony.

A | have it.
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Q You stated that readily identifiable
savings are nearly sufficient to recover the
revenues projected to be recovered through the
account charge. 1s the phrase "readily
identifiable savings" a reference to the dollar
per nmonth figure shown on Page 12 of your direct
testi mony?

A Yes, it is.

Q And is the basis for your conclusion that
your determ nation of readily identifiable
savings is nearly sufficient to cover revenues
the fact that the Conmpany's proposed account
charge is $1.25?

A. That is correct.

Q And aml correct that you offered simlar
testinmony for North Shore except there the
conmputation came out to a $1.10 i nstead of a
dol I ar?

A Yes, | did.

Q Is it still your testinony for Peoples Gas
that readily identifiable savings are nearly

sufficient to cover revenues recovered through
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t he account charge?

A In ny rebuttal testinony | nake severa
adjustments to the savings and | just need to
have find the page reference here -- could you

repeat that question, please?

Q Is it still your testinony for Peoples Gas
that readily identifiable savings are nearly
sufficient to cover revenues that would be
recovered through the per account charge?

A. | would now say that the savings are
sufficient to recover -- the savings are now
sufficient to recover a portion of those costs,
approxi mately hal f.

Q And that would be because -- on Page 12 of
your rebuttal testinony you provided an updated
figure of about 60 cents per nonth?

A. That's correct.

Q And for North Shore, with reference to
Page 13 of your testinony, is the updated figure
66 cents per nonth?

A.  Let nme just double check that. Yes, it
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Q Do you agree that SVT suppliers may
decline to serve a custoner?

A. | amnot sure | know what you nean by
that. Are you saying that they don't have to
of fer service to every custoner that requests
service?

Q Yes.

A.  Yes, that's correct.

Q Do you know whether there are any
regul atory restrictions applicable to an SVT
supplier that would prevent the supplier from
term nating service to a non-payi ng custoner?

A. Could you -- I'"'msorry, could you repeat
that? You said, there was any regulatory --

Q Yes. Do you know whether there are any
regul atory restrictions applicable to an SVT
supplier that would prevent the supplier from
term nating service to a non-paying custoner?

A. No, | don't know that.

Q Wuld you agree that it is possible that
an SVT supplier could have a | ower uncollectible

expense rate than Peopl es Gas?
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A.  They could either have a higher or | ower
rate. |'ve heard that -- what |'ve heard -- |'ve
Heard many suppliers have a higher right and were
surprised by the uncollectible rate, not
particularly in this programbut in others.

Q And would your answer, then, be the sane
for North Shore?

A, Yes.

Q Wth reference to Page 10 of your direct
testinmony. | believe the page reference is the
sane for both conpanies.

A Ckay. | have it.

Q You stated that the proposed charges could
provide a conpetitive advantage to Peoples Gas
and North Shore, is that correct?

A.  Yes, | do.

Q Do you agree that Peoples Gas and North
Shore recover gas costs on a dollar -for-dollar
basi s through a rider nechani sn®

A.  Yes, that is how they recover their gas
costs.

Q And do you agree that Peoples Gas and
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North Shore do not earn a profit fromthe sale of

gas?
A. Not directly on the sale of gas.
Q And by "not directly,” do you mean that
they earn revenue fromdistribution charges?
A, Yes.
M5. KLYASHEFF: Thank you, sir.
No further questions.
JUDGE ZABAN: Xkay.
M. Fein?
CRCSS - EXAM NATI ON
BY

MR FEI'N

Q M. Merzwa, this is David Fein on behalf

of The New Power Conpany. Can you hear ne al

right?
A Yes, | can
Q | wanted to ask you sone questions

regardi ng your coments regarding the enroll ment

limts on Page 15 of your rebuttal testinony?

A I'msorry, did you say rebuttal or direct?

Q Rebuttal.
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A. Page 157

Q Yes. Do you see that question and answer
where you di scuss issues raised by Ms. Merola?

A.  Yes, | have that.

Q Your testinony here regarding the
enrollment Iimts addresses protection of
custonmers who continue sales service, is that
correct?

A, Yes, it does.

Q Your testinony regarding the enroll nment
limts here was not designed to address issues
relating to econom es of scale, for exanple, of
any one particul ar SVT supplier?

A No, it was not.

Q Are you famliar with enrollnent limts in
any other jurisdictions with respect to

residential choice prograns?

A I -- there are enrollnment limts in other
jurisdictions. | don't offhand know what they
have been -- what they have been or what they

currently are, they generally have changed.

As you can see by ny testinony |I'm
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famliar with 20 such -- at |east 20 such
progranms and through each of those prograns
enrol | ment nunbers have changed and linmts have
changed, so |l -- while | amfamliar with them I
don't know if | could quote you a specific
enrol I ment nunber in a particular program
Q Are you aware of residential choice
progranms that did not contain -- that did not
contain any enrollment limts in your experience?
A.  Yeah, there were sone that | believe those
primarily adopted through | egislation from
various states, generally, did not have
enrollment limts.
MR FEIN. Nothing further
EXAM NATI ON
BY
JUDGE ZABAN
Q | have a question. M. Merzwa, do you
know i f those prograns that di dn't have
enrollment limts, if they had any problens as a
result of having open enroll nent?

A. I'"mnot aware of any problens, but ny
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concern here is with protection of remnaining
custoners that did not elect to participate in

t he custoner choice program and those prograns
whi ch did not have enrollment limts, generally,
they had provided for the assignment of capacity
to suppliers or their systenms were growi ng so

| arge or so quickly that there was no potentia
for access capacity if custoners switched to a
custoner choi ce program because all it did was
reduce the anmpbunt of additional capacity the LDC
woul d have t o contract for.

Q So your recollection is those -- those
conpani es were so under capacity that it didn't
make any difference how much gas went into the
pi pel i ne?

A, Wll, they would have had to subscribe to
nmore capacity because their | oads were growing --
their nunmber of custonmers added were grow ng, so
quickly and if some of those custoners swtched
to a custoner choice programinstead of having to
acquire, for exanple, 20, 30,000 deck in terns of

capacity for an upconm ng year, they'd only have
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to acquire 10 or 15, 000.

Simlarly, in those jurisdictions where
there was no custonmer growth, |oads were pretty
steady, any of the capacity that woul d have been
stranded was assigned to suppliers and suppliers
for those costs and use that capacity to serve
cust oners

JUDGE ZABAN: kay. Anybody el se have
anyt hi ng further?

MR MUNSON:  Yes.

JUDGE ZABAN: M. Minson, go ahead

CRCSS - EXAM NATI ON
BY
MR MUNSON:

Q M. Merzwa, this is Mchael Minson. |
represent Dominion Retail, Inc., inthis
proceeding. | just have a couple follow-up
questions concerning the enroll ment issue.

A Ckay.

Q AmIl to understand you correctly that the
flexibility of -- the Conpany's gas supply was a

consideration in setting the enrollnment limts?
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A.  Yes, that's ny understanding and that's
consistent with ny testinony.

Q Gven that, can one conclude that a
decrease in gas supply flexibility would reduce
the economic attractiveness of the program as

structured to the Company?

A I'msorry, | don't think | understand your
questi on.

Q Well, a decrease in gas supply
flexibility --

A. For -- I'mnot sure | know what that means

or how you're using it.

Q Well, what I"'mreferring tois, if there
were nore -- presumably what I'minferring from
your testinony is, if nore custoners were all owed
to enroll in the programthat that woul d decrease
the level of supply flexibility to the Company;
is that correct?

A Wen | said supply flexibility I don't see
it that way. | don't think I'mquite follow ng
what your question is. Wen | think of supply

flexibility I think of various sources from which
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to get gas supply.
Q Perhaps -- if we look at your rebutta
testinmony, Page 15 in the Peopl es case?

A. ay, | have that.

Q I'mjust -- again, I"'mnot trying to be
clever, what | understand that your -- from
lines -- your answer to that first question from

lines 9 through 17 that deals with gas supply
consi derations. The issues you discuss,
interstate pipeline --

A. Right, | have that. 1Is there a question
pendi ng?

Q Yeah. What I'mtrying to say is, the
supply of gas to the Conpany is -- one of the --
stri ke that.

Let me rephrase. You state that the
enrollnment Iimts proposed by the Conpany are
designed to protect customers who continue to
purchase gas fromthe Conpany, basically; is that
correct?

A. Correct.

Q And, if thereis alarge enrollnment in the
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programthen the ability of the Conmpany to manage
their supply of gas will be dimnished; is that
correct?

A. 1 don't think -- 1 haven't considered that
aspect and that's not what my testinony goes to.

Q I'mjust asking if you would agree with ne
that that -- and again --

A. That the supply flexibility would be
reduced?

Q The flexibility of the Conpany's supply of
gas existing contracts, et cetera, was one of the
consi derations for having this limted
enrollment; is that correct?

A.  That may be one of the reasons the Conpany
proposed it. | don't recall offhand, but that's
not the reason | recomrended that. And | don't
know how it would inpact flexibility on the
Conpany. | mean, if your |oad goes down and you
still have the sane nunber of sources -- | just
don't know how that would affect flexibility.

Q kay. That's fair enough

Let's nove on to storage then. You're
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famliar with a storage assignment and use that
was addressed in the Nicor Gas case and, in fact,
you testified in the case; is that correct?

A Yes, | did.

Q Is it your understanding that N cor Gas
Cust oner Sel ect customers have flexibility wth
i njections and wi thdrawal s of the Conpany's
storage systenf

A | -- unfortunately | did not go back and
ook at all the details in the N cor case, but
it's ny understanding that they did have a | ot of
flexibility then. That the Conpany woul d al so
determ ne, in that case, how storage was
wi t hdrawn or storage used, but they did provide
daily tol erances on deliveries.

Q kay. Back to the Peoples case, aml
correct in understandi ng your testinony that
| arge transportation custonmers have fl exibility
with injections and withdrawals fromthe
Conpany' s storage systenf

A.  Yes, that's ny understandi ng.

Q Is it also your understanding that SVT
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custoners will not enjoy that same flexibility?

A Yes, it is ny understanding.

Q And is it your opinion that providing
flexibility on storage assi gnment use pronotes
t he devel opment of a conpetitive market?

A, Yes.

Q Simlarly, not providing flexibility on
storage woul d not pronote the devel opnent of a
conpetitive market, is that correct?

A It would reduce it, though, in a
conpetitive market | think

JUDGE ZABAN. Just so | understand,

M. Minson, would that hold -- does that hold
true, M. Merzwa for individual custonmers as
well, or is it only for the SVIs?

THE WTNESS: | think it would hold true for
all custoners, individual custoners also
BY MR MJUNSON

Q Wuld you agree with nme that suppliers
will be serving customers in N cor's Custoner
Select Programare likely to be the sane or

simlar suppliers that will serve customers in
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Peopl es progranf

A. That | don't know There are different
suppl i ers who serve different custoner classes
and | don't know what's going to happen in
Peopl es case.

Q kay. Assume for a monent that suppliers
are serving custoners in N cor Gas' Custoner
Sel ect case and woul d additional investnent for
that suppli er to enter the Peopl es market reduce
the economic attractiveness to entry in that
mar ket ?

A. I'msorry, you have to take that one a
little slower.

Q Ckay. Let nme ask it a different way.
Ceneral |y speaki ng, would m nimal additiona
i nvestment on behal f of a supplier make the
econom ¢ attracti veness of market entry greater?

A I'msorry, | still -- 1 don't -- 1 just
don't understand the question. Do you have the
m ni mal investnent by a supplier in what?

JUDGE ZABAN. Is it a mninumto enter the

mar ket ?
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MR MUNSON:  Yes.

JUDGE ZABAN. There's a mninmuminvestnment --
in other words, the less a supplier has to invest
to enter a nmarket, the nore attractive does the
mar ket becone to that supplier?

THE WTNESS: Yes. Yes. | would agree with
t hat .

MR MUNSON:  Thank you

Not hi ng furt her

JUDGE SHOMI S: Does Staff have questions?

MR REVETH S:  Yes.

JUDGE ZABAN: Before you begin, | just have
one question. M. Merzwa, if one of the
consi derations for putting limts on the nunber
of people who could enroll in the Choices For You
is the prior commtnents for gas for Peopl es or
North Shore Gas, is it possible for themto sel
sone of that gas on a secondary market to open
this programup for nore people?

THE WTNESS: Yeah, | think it would be nore
for the pipeline capacity than the gas, generally

the gas can be sold at what pretty close to what
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they paid for it, but really there probably

aren't many stranded costs associated with the

gas. It would be the pipeline capacity. They

coul d get some revenues for selling the pipeli
capacity, but, you know, again, suppliers coul
al so use that capacity for the interimperiod
we're transitioning to conpetition.

JUDGE ZABAN: Ckay. But there's no guarant
that they would be able to recoup all their
costs, is that correct?

THE WTNESS: That's correct.

JUDGE ZABAN: M. Revethis?

MR. REVETH S: Yes, thank you, your Honor.

CROSS - EXAM NATI ON

BY
MR M ERZWA:
Q M. Merzwa, |I'm Steven Revethis and [’
Staff Counsel for the Illinois Conmerce

Conmi ssion Staff and | really just have one
inquiry for you in light of the previous
Cross-exam nati on.

Sir, you had proposed alternatives to

ne

d

as

ee

m
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t he Conpany's proposed plan for use of storage;
is that correct?

A.  Yes, | have.

Q kay. Now, if the Conm ssion approves,
say one your proposals for storage managenent to
the extent the details of the proposal are not
spel l ed out, how do you think these -- how do you
propose these details should, in fact, be
devel oped? | nean should the Conm ssion, for
exanmple, initiate another proceeding to address
the details of your proposals or do you have any
ot her thoughts regardi ng that?

A. \Well, one thing they could do is address
it in another proceeding, but really the Conpany
woul d have to be involved in devel opi ng those
paraneters for use of storage. O her companies
have done that. N cor has -- I'msorry, Peoples
in this proceeding had not done that. | think,
you know, if they were required to do so, they
could come up with such paraneters. And,
obviously, that would have to justify why those

paraneters were appropriate and the parties could

292



10

11

12

13

14

15

16

17

18

19

20

21

22

judge fromthat.

Q Wuld you envision input from other
interested parties in the devel opnent of those?

A. Yes, | would.

Q And what kind of formwould you suggest
you have one in m nd?

A. (Obviously, a proceeding could do it, but
probably not the nost effective way, but sone
sort of collaborative or something al ong those
lines where the suppliers and the Company coul d
get together in providing -- provided, however
that if an agreenent couldn't be reached they'd
have to conme back to the Conmi ssion

MR REVETH S: Thank you very nuch, sir.
Thank you so nuch.

JUDGE ZABAN: Anything further?

EXAM NATI ON
BY
JUDGE SHOW S:

Q | would assune that if an agreenent were

not reached that if a docket had to be opened

that it woul d be your position that the docket
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nmove on an accel erated pace or expedited pace so
that there wouldn't be a tine | oss before sonme of
your recomendations were actually inplemented?

A. Yes. | think this would be sonething that
could be resolved rather quickly. The parties
woul d know fairly quickly if the parameters
were -- or the interested parties would know very
soon if the paraneters being proposed by the
Conpany were reasonable or not.

Q You recommended that the tradi ng of
i mbal ances by suppliers be allowed, is that
correct?

A Yes, | did.

Q \Was that approved as part of the N cor
program if you know?

A. 1 don't know offhand. They may have
already provided for that. It just wasn't an
i ssue raised in that proceeding at |east by nme or
any other party that 1'maware of.

Q I'mtrying to recall and | don't renenber
that issue coming up. It wasn't an issue that

you raised in that proceeding, was it?
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A. No, it was not. They may have al ready

done it, | just don't recall
Q Do you have some tine frane in mnd -- you
haven't worked out the details of -- for exanple,

with regard to establishing nonthly storage
paraneters and daily injection and withdrawal
paraneters for suppliers in the program where you
haven't worked out the details, do you have a
time frame in mnd where you woul d want Peopl es
Gas and North Shore to cone up with a proposal ?
In other words if the Conmission enters an order
do you -- what would you reconmend?

A. | would think that they should be able to
propose sonething with some justification within
a nonth after that. That should be anple
opportunity.

JUDGE SHOM1 S: Ckay. That's all | have.

JUDGE ZABAN: Anything further of this
Wi t ness?

Ckay. Thank you, M. Merzwa, you'r e
excused.

JUDGE SHOMIS: Wait a m nute. | didn't know

295



10

11

12

13

14

15

16

17

18

19

20

21

22

if there was redirect.

M5. EDWARDS: Gary, did you think we need any

redirect in your opinion?
THE WTNESS: Everything was great.
M5. EDWARDS: No redirect.
JUDGE SHOMI S: Good ni ght.
MR REVETH S: Staff at this tine, if it

pl eases your Honors calls Dr. Eric P. Schlaf t

(0]

the stand -- Staff Wtness Schlaf, and | believe

he's been previousl y sworn.
JUDGE SHOMIS: You're asking if it pleases
us, though? It pleases us to have Dr. Schl af.
MR. REVETH S: Thank you, your Honor.
DR ERI C SCHL AF,
called as a witness herein, having been
previously duly sworn, was exanm ned and testif
as follows:
DI RECT EXAM NATI ON
BY
MR REVETH S:
Q Wuld you kindly state your nanme for th

record, please.

i ed

e
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A. Eric P. Schlaf.

Q Wuld you also state your title?

A. | aman econom st in the energy division
at the Illinois Conrerce Conm ssion.

Q And your business address al so, please.

A. M business address is 527 East Capitol
Avenue, Springfield, Illinois 62701.

Q Dr. Schlaf, do you have before you a
document whi ch has previously been marked for
identification for purposes of identification as
I[Ilinois -- ICC Staff Exhibit 3.0 which is
entitled, the Direct Testinony of Eric P. Schl af
in the North Shore Gas Company, Docket
No. 01-0469 dated Septenber 5, 2001, consisting
of 32 pages of narrative testinony; sir?

A.  Yes, | do.

Q And do you al so have before you a docunent
whi ch has previously been marked for purposes of
identification as ICC Staff Exhibit 6.0 in the
sane entitled docket and that testinony dated
Cct ober 4, 2001; sir?

A.  Yes, | do.
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Q kay. Also, sir, do you have before you a
docunent which has previously been nmarked for
purposes of identification as |ICC Staff Exhibit
3.0 in the Peoples Gas Light, Docket 01-0470;
sir?

A, Yes.

Q And do you al so have before you a docunent
whi ch has been previously marked for purposes of
identification as ICC Staff Exhibit 6.0 which is
entitled, the Rebuttal Testimony of Eric P.

Schl af in the Peoples Gas Light and Coke Conpany,
Docket 01-0470 dated Cctober 4, 2001?

A.  Yes, | do.

Q kay. Sir, | ask you whether this
testinmony was either drafted by you or under your
direction and control; sir?

A, Yes, it was.

Q Do you have any additions, nodifications
or corrections you wish to nake to any of the
four pieces of testinmony that |I've just referred
to you?

A. Unfortunately, | have to announce that |
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woul d i ke to make corrections to the rebutta
testinonies in each docket.

Q Wuld you kindly recite those at this
time, please.

A.  Yes. They appear for the Docket 01 -0469.
The corrections are on |lines 242 and 242
respectfully.

On line 242 the conmment after conduct
shoul d be stricken

On line 244 which is -- on ny copy
anyway, the last line on that page the third word
is "although" and I would like to change that
word to even, e-v-e-n.

I would like to nake the same two
changes in rebuttal testinmony in the Peoples Gas
docket. The line nunbers are slightly different.
In this proceeding, the |line nunber for which
woul d i ke to change as a comma or strike the
conma appears on line 241 and the word "al t hough"
which I would like to change to even appear s on
line 243.

Q kay. Dr. Schlaf, having nmade those
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corrections, nodifications, is it your i ntent
that this be your sworn testinmony in this
proceedi ng; sir?

A. These are ny sworn testinonies, yes.

MR REVETHS: W at this time, your Honors,
ask that the direct testinmony of Eric P. Schl af
i n Docket 01-0469, which has previously been
marked as 1 CC Staff Exhibit 3.0 as well as the
rebuttal testinony in that sane docket dated
Cct ober 4, 2001, be entered in the record as
evidence in this proceeding and we al so ask that
the direct testinony of Eric P. Schlaf, |abeled
as I1CC Staff Exhibit 3.0 in the Peoples Gas and
North Shore -- Peoples Gas Docket 01-0407, as
well as the rebuttal testinmony in that
proceeding, ICC Staff Exhibit 6.0 dated Cctober
4, 2001, be entered into the record.

And we offer the witness for
cross-exam nation at this tine.

JUDGE SHOMI S:  Staff Exhibits 3.0 in Docket
01-0469 and 01-0470 as it appears on the E-docket

systemis admtted into evidence. Since there
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are corrections to Staff Exhibit 6.0 you will

need a copy for the reporter to mark.

JUDGE SHOWMI S:  Staff Exhibit 6.0 in both of

t hose dockets as marked by the reporter is
admitted into evidence.
(Wher eupon, Staff
Exhibit No. 6 was
marked for identification
as of this date.)
(Wher eupon, Staff
Exhibit Nos. 3.0 & 6.0 were
admtted into evidence as
of this date.)
MR. REVETH S: Thank you, your Honor.
W now offer the witness for
Cross-exam nati on.
JUDGE SHOMI S: Parties may cross.
CRCSS - EXAM NATI ON
BY

M5. KLYASHEFF:

Q ood evening, M. Schlaf. M first few

questions pertain to the attachnment to your
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direct testinmony. Please refer to Page 2

A.  Yes, | have that.

Q There is a reference to a workshop process
and a statenent that at the conclusion of the
wor kshops, Staff would reconmend to the
Conmi ssi on whet her a proceedi ng shoul d be
instituted to develop rules and guidelines for
mar ket participants acting as agents. Has such a
proceedi ng been initiated?

A. No, it has not.

Q Turning to Page 4 of that report, the
report states that depending upon the utility,
about 50 percent to 93 percent of electric
delivery service custonmers enpl oy agents. Do you
agree with that information in the report?

A.  Yes. That information was gathered by
Staff last sumer, but | think the figures quoted
there are probably equally applicabl e today.

Q Wth respect to the electric utilities
that provided the information to Staff in
connection with this Page 4 of the report, do you

know if any of these utilities offer a utility
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single billing service?

A. Each electric utility offers a single
billing service, so the answer to your question
| believe, would be yes.

Q A service under which the utility offers a
single bill?

A. No, I'msorry. Each electric utility
allows suppliers to offer single billing, and as
far as I"'maware, none of the utilities offer
their own single billing service for suppliers.

Q Thank you. [If | could junp back to Page 2
for a moment. Towards the bottom of that page
the report refers to a mninmal nunber of
conpl aints that the Comm ssion has received about
agents active in the gas transportati on market.
Do you agree with that portion of the report?

A.  Yes.

Q To your know edge, does the Commi ssion
specifically keep track of conplaints invol ving
agents in the gas transportation market?

A.  To ny know edge Staff does not

specifically track the -- I'"'msorry, to ny
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know edge, the Conmi ssion does not track
conpl ai nts invol ving agents and their agency
activities; agents, that is, that are active in
the natural gas market.

Q To your know edge, does the Commi ssion
have formal procedures for responding to a
conpl aint by a custoner about an agent in the gas
transportati on market?

A.  The Conmi ssion has procedures that |
bel i eve are applicable to conplaints that are
filed regardl ess of the utility or the service
that's being offered and general ly speaking,
there are informal and formal conpl aints and when
you used the word "formal,"” | wasn't sure if you
meant witten down or formal procedures that are
appl i cabl e when there are formal conplaints
filed, but I think with all that, the answer is
yes, the Comm ssion does have procedures.

Q Turning to Pages 6 through 8 of that
attachment. There's a list of policy concerns
associated with the use of agents.

A, Yes.
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Q Do you believe that any of these policy
concerns would apply to agents performnm ng
supplier's single billing services?

A. | believe | was asked that question in a
data request and perhaps it would be hel pful if
you know t he nunmber of that data request.

Q 2.9

A. There are several sub parts and I'm
wonderi ng what woul d be the npbst expeditious way
to answer your questions on this topic?

Q Well, ny second question was going to be
to ask you to list the concerns that you believe
woul d be applicable, so | would refer to sub part
A

A. The first issue listed i s nonpaynent of
custonmer bills and | answered that each of these
matters, that is, the non paynment of custoner
bills issue is relevant to the activities of
account agents.

Issue B -- I'msorry, that was Issue 1
| ssue 2 was Part 451 and Part 410 issues and

those rul es address standards of service for gas
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suppliers and electric suppliers respectfully.

I guess if it's -- may | just read the
answer to ny question?

Q Yes. For sub part A
A.  Yes. This issue concerns the possibility

that agents who are not operating as certified
suppliers mght not be obligated to foll ow
certain Commission rules that pertain to
certified suppliers. The best way to address
billing concerns is to allow suppliers to offer
single billing through a tariff.

And there is further information. The
Conmi ssion rule -- to Part 410 in quotations is
the words "standard of service" is Part 500.

Part 410 now applies to alternative
retail electric suppliers however, there is no
corresponding rule in effect for suppliers
operating natural gas transportation prograns
with respect to formatting supplier bills which
is one of the issues | believe | discussed in ny
report.

Dr. Schl af points to provision C, the
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proposed standards of conduct which states the
fol | owi ng.

And in brackets there's a word, supplier
shall, for all bills issued that include the
Conpany's charges separately identified the
suppl i ers charges and the Conpany's char ges.

| guess, maybe to sumup the answer,
account -- with respect to Part 451 and 410
i ssues, standards of service, particularly with
respect to billing, the activities of account
agents are of concern

Item 3 are informati onal nessages and
unhel pfully refer to another data response, 2.1.
And | knew that would conme back to haunt ne. And
that question -- this issue refers to whether
custoners of account agents receive certain
i nformati onal nessages that utilities are
required to send to their customners?

And in ny response to 2.1, | note that
there are two alternative policies that m ght
hel p ensure the custoners receive those nmessages.

One is that utilities can send these
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messages directly to the agent -- |I'msorry,
directly to custoners thenselves rather than to
t he agents.

And an alternative policy would be that
custoners woul d need to sign sone sort of
docunent that states that they understand that
their agent is receiving all the correspondence
it normally woul d have been received by them and
the -- such a docunent might also -- or should
al so ensure that the custoners understand that
and that such -- certain pieces of correspondence
i ncl udi ng di sconnection notices, m ght be handl ed
by the agent who m ght not forward themin a
timely manner to custoners.

I also note in this response that these
two policies could be used together but, your if
you basic question are custoners receiving or not
receiving certain informati onal nessages of a

concern with respect to account agent activities

and the answer is, yes, | agree with that.
The last itemnunber 4, | also respond
to -- respond by referring to another data
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request. This is a response to data request
2.9C, and the issue has to do with -- well, it's
| abel ed consequences of acting i rresponsibly and
I think the issue has to do with whether a
utility should be obligated to deal with an agent
that is, allow the agent to handle the custoners
affairs even if the utility for whatever reason
happens to believe that the agent has acted

negligently in sone fashion in the past and let's

see what | said. | can't renenber. | can't seem
to find that data response. | don't recall what

I -- I"'msorry, it's on that sanme page. |[|'m not
sure what ny answer -- is that hel pful or not,

but I guess | would just note that it's a
difficult question to answer. | suppose it's a

| egal question whether utilities are obligated to
deal with agents or not and whether they had
information t hat they al nost feel they should
tell custoners about regarding the, you know, the
reputation of an agent, | guess is a hard
question to answer, so | guess | don't know the

answer to your question
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Q In your discussion of certain of those
policy concerns, let ne turn first to, | bel ieve,
the third one. You identified informationa
nessages.

A, Yes.

Q You described two possible alternatives
for how that could be resolved. Does Staff have
a preference or do you have a preference for
whi ch of those alternatives is used?

A. Just to make sure that | see if |
expressed a preference, | believe that | did --
but in the data response | expressed Staff's
preference that utilities directly send the
i nformati onal nessages, safety messages, perhaps
di sconnection -- certainly disconnection notices
and perhaps ot her messages directly to custoners.
And the purpose of that is to ensure that
custoners see the information that really effects
their service.

I may also add that if there is a single
billing tariff it would -- probably a conponent

of that tariff would be a requirement that
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utilities -- I"'msorry, suppliers send such
messages along to custoners and a failure to
adhere to that provision would -- could
potentially cause renoval of the right of a
supplier to offer single billing.

So to sone extent, this issue can be
taken up or addressed by a single billing tariff.

Q | believe you also stated that there could
be circunstances under which a utility could
rightfully refuse to deal with an agent. Do you
believe that there are circunstances under which
an SVT supplier could lose its right to offer
supplier single billing?

A. My | ask you, are you speaking of account
agency or tariffs? I'msorry, the reason -- the
previ ous answer | explained that there mght be a
circunstance in -- under single billing tariff
where a supplier mght lose its right to offer
single billing through the tariff.

Are you aski ng about account agency as
wel | ?

Q Wuld it be your testinony that it would
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be possible for a supplier providing a single
bill pursuant to a rider to lose its right to
bill under that rider? For exanple, f or a
violation of a tariff?

A. | think there certainly could be
ci rcunstances in which a supplier could and
probably should | ose that right.

Q And where the supplier providing single
billing as an account agent, then, did I
understand your testinony correctly, that there
coul d be circunstances under which they woul d
lose the right to bill in that manner because the
Conpany woul d have certain rights not to dea
wi th agents?

A | guess | was trying to say that I -- ny
i npression is that that's probably a | ega
question that | don't know the answer to that
questi on.

JUDGE ZABAN: M. Revethis, your objection is
sust ai ned.

BY MS. KLYASHEFF:

Q Wuuld you require suppliers acting as
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accounts agents in providing a single bil
service to provide that service pursuant to Rider
SBO?

A. | understand that's the Conpany's proposa
or nost recent proposal and it strikes me that if
account agents were obligated to follow the
provisions of Rider SBOthere mght be little
di fference between bei ng an account agent and
being a single biller through the tariff.

If you' re asking, what do | think of
that proposal? | guess I'mreluctant to endorse
it. | would like that suppliers have the option
to do both especially since the account agency
met hod seens to be nore -- can be inpl enented
more quickly than a single billing through the
tariff.

In a longer termsolution | think it
woul d be preferable to have everyone operate
under the tariff, but presently, | guess, | would
prefer that suppliers have both options avail able
to them

JUDGE SHOMIS: And to just clarify what you
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mean by a long-termsolution, when woul d that
occur ?

THE WTNESS: Based on the testinony | heard
today, it appears that to get single billing up
and running through a tariff may require nmany
months. One figure was up to 18 nonths depending
on certain circunstances and the quickest tine in
which single billing tariff could be started, it
seens to be about six nmonths fromnow, but a
longer termis, | guess, sonetime between --
sonetime, let's say a year, sometinme between
those two periods. But | think it's inportant
for suppliers to be able to start single billing
as soon as possible and the way to do that |
think is through account agency.

BY MS. KLYASHEFF:

Q AmIl correct that you have reconmmended
that suppliers in Peoples Gas' and North Shore's
programreceive billing informtion
electronically even if they are acting in the
capacity of an agent as opposed to under the

tari ff?
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A.  That's ny proposal

Q Now, did | understand your testinony
correctly that the electric utilities do not do
t hat ?

A. Presently -- despite our non-docketed
attenpts at persuasion have not offered to
performthat service for anyone but suppliers who
are operating underneath -- under their tariff.

Q And by the reference to non-docketed, does
that nmean that it has not yet been raised by
Staff in a natural proceeding within the
Conmi ssi on?

A.  That's true.

Q Wuld you agree that the costs associ ated
wi th devel oping the capability to transmt
payment information electroni cally may constitute
| egiti mate expenses associ ated with the progranf

A, Yes.

Q Please refer to Pages 6 to 7 of your
rebuttal testinony. |If a supplier were providing
a single bill service and if a customer remtted

only a partial payment, is it your testinony that
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the paynent should first be allocated to
di stribution charges?

A, Yes.

Q Does the term "distribution charges”

i nclude any of the charges that the utility is
aut horized to bill pursuant to R der SVT?

A. | hesitate to answer, | guess, that
question with, yes or no. | guess | would prefer
to say, regardl ess of what the Company's proposed
ri ght now that nonies sent by the supplier should
be designated for distribution charges applicable
to that customer while the custoner is a custoner
of that particular supplier. So that would
excl ude previous costs, previous sales, gas sales
costs or previous distribution charges. | can't
recall exactly right now.

I guess the reason | answered that way
is ] can't recall exactly right now which itens
t he Conpany may have specified in their tariff as
to what can be collected through the tari ff.

Q Setting aside the issue of whether it was

pre or post when the supplier started single
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billing, assume that |1'monly tal king about
charges that occurred after of the customer noved
to a supplier's single bill, would the term
"distribution charge" include, for exanple, the
utilities fixed customer charge?

A, Yes.

Q Wuld it include things |ike taxes that
the Conpany is required to collect?

A, Yes.

Q Al'so on Pages 6 to 7 you address the
circunstance where a custoner switched to an
alternative supplier while still ow ng noney to
the utility. For purposes of a pilot program
woul d you accept a requirenment that customers be
current with utility bills prior to moving to
Ri der SBO?

A.  For purposes of the pilot program! would
accept that and | guess | would just add that
this issue is problematic and it may be
worthwhile to address this particular problemin
the pilot programin the manner that the Conpa ny

i S now suggesti ng.
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Q Referring to Page 2 of your rebuttal
testinmony, you describe a second sort of paynent
option that would require the supplier to remt
only the noney that they collect fromtheir
cust oners?

A, Yes.

Q By what date would you propose that the
supplier be obligated to remt paynent to the
Conpany under that option?

A. 1 didn't propose a date. | was asked that
question recently in a data request and | believe
Ms. Merola has brought up the issue and | believe
| expressed a preference for one of the many
options and that -- if | could refer to the
guestion. Can you rem nd ne the question?

Q 3.2

A. Wich | don't seemto have, but I can
remenber ny response.

Q | have a copy if the witness would |Ii ke to
refer?

MR REVETH S: Yes, we appreciate that.

THE WTNESS: Yes. Thank you. |'msorry --
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BY MS. KLYASHEFF:

Q 3.2?

A. | have it, thank you. | nentioned there
were probably two remittent options, one is the
Conpany's current proposal and one is -- in that
proposal a supplier is obligated to send the
nmoney to the Conpany one or two busi ness days
after receiving it and | believe the Company's
proposal is one business day.

A second option and they're probably
more now, | guess, would be just to send the
nmoney by the due date, if the customer's bills
are due 21 days after it's issued, this option
woul d all ow the supplier to hold the noney to 21
days.

I believe Ms. Merola has -- you had a
third option, | believe she's suggesting five
busi ness days. My recollection of the electric
tariff's with respect to this issue is that one
or two business days is probably standard and --
even though that seens |like a very short tine

frame it seens reasonable to ne.
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Q In this data response you indi cated Staff
woul d prefer the second option

A, Yes.

Q That is your position?

A | was trying to indicate that |I was
acknow edging that | could accept the Conpany's
pr oposal

Q And, finally, with reference to Page 9 of
your direct testinony.

A, Yes.

Q You stated that the absence of a supplier
single billing option could deny custoners the
conveni ence of a single bill for the purchase of
both commodities, is that correct?

A I'msorry, is that the direct testinony?

Q Drect.

MR MUNSON: Line 1.

BY MS. KLYASHEFF:

Q For Peoples Gas | show it as |lines 206
t hr ough 2077

A, Yes, on ny direct testinony. Yes, | see

that testinony.
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Q Do you agree that gas and electric
utilities service is provided to Peoples Gas'
custoners by two different utilities?

A Yes.

Q And could Peoples Gas' billing cycle
differ fromthat of the electric utilities
billing cycle?

A. It could.

Q Wuld you agree that's also true for North
Shor e?

A, Certainly.

Q Do you agree that if a supplier issued a
single bill including gas and electric utility
charges, the due date for the gas utility charges
woul d differ fromthe due date of the electric
utility charges?

A.  They probably woul d.

Q Do you agree that under Peoples Gas' and
North Shore's proposal nothing would prevent a
supplier fromissuing a single bill that includes
the gas and electric commodity service?

A. No. | hope that suppliers are -- would
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offer a bill -- I"msorry, | answered too rashly
there. | think you're question is, rather than
billing for the distribution charges they just
bill for their comodity charges for both
servi ces and, yes, they can certainly do that.
M5. KLYASHEFF: Thank you
I have no ot her questions.
JUDGE ZABAN. Ckay. M. Minson?
CRCSS - EXAM NATI ON
BY
MR MUNSON:

Q Dr. Schlaf, you understand that the
utility can offer consolidated billing and, in
fact, that's Peoples preferred nethod in this
proceeding; is that correct?

A, Yes.

Q Wuld you agree that if the Conpany

offered -- first of all, a quick foundation. Do

you understand what | nean when | say, rate-ready

billing?
A.  Yes, | believe so

Q Wuld you agree that if the Conpany
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offered rated ready billing as an option that

such offering would be an incentive for suppliers

that desire such billing nethods to enter the
mar ket ?

A. | would agree that there may be suppliers
who prefer that billing option. In fact, | am

aware that there are suppliers who would like to
rely on the utility and sonme of those suppliers
m ght prefer that option over another type of
billing option

MR. MUNSON:  Not hing further.

JUDGE ZABAN: Anybody el se?

MR. KELTER  One question

CRCSS - EXAM NATI ON
BY
MR KELTER:

Q M. Klyasheff asked you a question
prefaced by for purposes of a pilot program Do
you consider this programto be a pilot progran?

A. It seens to have the usual characteristics
of a pilot program It's short-term It doesn't

i nvolve the entire service area. It's not open
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to everybody, but | suppose one coul d debate for
a long tinme what is neant by a pil ot program and
what that inplies for how the Comm ssion shoul d
|l ook at this particular program

Q Was it your position that Staff will be
reviewi ng this programon a periodic basis and
maki ng reconmendati ons for changes in the
pr ogr anf?

A. |1 guess | can't guarantee that the Staff
will, on a periodic basis, review how the program
is progressing and it may, at the concl usion of
the program | guess three years is the initia
term look at it, but I -- as | sit here right
now | can't guarantee that Staff will nake an
effort -- a regular effort to |l ook at the
progress of the program Although it certainly
woul d be aware of how the programis going. For
exanpl e, woul d be know edgeabl e about enrol | nent
figures and perhaps problens that pop up from
time to tine.

MR KELTER That's all | have -- excuse ne.

I wanted to -- | have a series of data requests
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that we posed to Dr. Schlaf on Septenber 21st,
2001, and -- |I'msorry.
What | wanted to submit for the record

was the Staff of the Illinois Conmerce
Conmi ssion's responses to North Shore Gas
Conpany's first set of data requests from Docket
No. 01-0469 dated Septenber 21st, 2001, narked as
CUB Cross Exhibit 1.0.

JUDGE ZABAN: Are those data requests tendered
under oath?

MR KELTER | don't think they are. Should I

ask Dr. Schlaf if his answers woul d be the sane

t oday?
JUDGE ZABAN: | think you have to establish
that -- otherw se they're meaningl ess unl ess

there's sonme oath or sonme oath attached to it.
BY MR KELTER

Q Dr. Schlaf, do you have before you CUB
Cross Exhibit 1.07?

A.  Yes. | have reviewed this packet of data
responses and -- |I'msorry.

JUDGE ZABAN: Maybe we can do themall at once
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because you' ve reviewed them okay. It's just
easier to do themall at once.

MR. REVETH S: They have been previously
provi ded by counsel.

JUDGE SHOMI S: Just indicate if you were
asked those questions today on the stand, would
your answers be the sane?

THE WTNESS: Yes, they woul d.

JUDGE ZABAN. And that's to all the data
requests that M. Kelter has referred to?

BY MR KELTER

Q Specifically questions 1.1 through 1.147

A, Yes.

JUDGE ZABAN: Al right. They can be
admitted.

MR KELTER We'd like to -- CUB would nmove
to -- nove the responses to nove that they be
admitted to the record as CUB Cross Exhibit 1.0.

JUDGE ZABAN: Being no objection it will be

adm tted.
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(Wher eupon, CUB Cross

Exhibit No. 1.0 was

mar ked for identification

as of this date.)
(Wher eupon, CUB Cross

Exhibit No. 1.0 was

admtted into evidence as

of this date.)

JUDGE ZABAN: |s there anything --

does

anybody have anything further of Dr. Schlaf?

JUDGE SHOWMTI S:

questions?

Does anyone el se have any

JUDGE ZABAN: Cross exam nation of Dr. Schl af.

Q

EXAM NATI ON
BY
JUDCGE SHOWTI S:

just have a coupl e questions.

Do you

advocate that the Conm ssion authorize single

billing through an account agency within a

authority period of time after the order in this

case,

A

is that correct?

Yes.

327



10

11

12

13

14

15

16

17

18

19

20

21

22

Q I'djust like to pin you dowmn. Do you
have a tinme frame, a short period time can be
any -- a short period of time can be -- it's kind
of a relative concept. So if the Comm ssion said
you were required to inplement account agency
within a short period of tine I don't think that
woul d really provide a lot of guidance. So |I'm
asking for a nunber of days?

A. | think that the or der could require
Peopl es and North Shore to all ow account agency
as soon as the order is entered, but having said
that, it would take sone short period of tine for
t he Conpanies to accomodate the agents who m ght
wi sh to take advantage of the offer and | believe
t he Conpany responded in a data request, which
I"mnot sure is in the record, that they could
switch nanmes and billing addresses in their
i nformati on systens within about a nonth or so

So, | guess the answer is, | would like
the Comm ssion order to st ate, the account agency
can be used i nmediately, but there would be --

need be sone tinme during which the Conpany woul d
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undergo the activities that would actually get it
under way. And ny understanding is that that
ti me woul d be on the order of a nonth or so.

Q kay. You would reconmend that single
billing through account agency be avail able for
i npl enentation within 30 days of the date of the
order?

A. If the Conpany can accomvdate that,
that's ny recollection of the time that they said
t hey woul d need.

Q Turning to the single billing. Rider SBQ
the tariff, what's your position with regard to
that should the Conmi ssion reach a decision with
regard to what the Rider SBO tariff shoul d | ook
like putting aside the issue of credits which I
don't think has been decided yet?

A Yes, | think it should. | think the
Conmi ssi on should order the tariff, perhaps order
the tariff -- I'"'msorry, the Comm ssion in this
proceedi ng should order that a tariff be placed
into effect. The Conpany's proposal of a tariff

is very helpful in sorting this all out. There
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have been varied suggestions as to how to nodify
the tariff and | think the Conm ssion should rule
on those various proposals that pertain to the
tariff. And | think that can be done in this

pr oceedi ng.

Q So the Comm ssion would rule on what
certain provisions of the tariff should | ook
like; that obviously they' re based on the
testinmony, at least with regard to Conpany time
needed to take the necessary steps to inplenent a
tariff -- strike that nmunbo junbo.

Let me start all over. There appears to
be a del ay between approval of the tariff and
i npl enentation and | think the testinonies
estimate range fromsix nonths to alnmost up to 18
nonths; is that correct?

A, Yes.

Q Do you have any reason to chall enge those
esti mates?

A | would like to claimthat I"'man IT
expert or something of the sort, but I"'mnot. So

I don't have any reason to chal |l enge those
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esti mat es.

Q I'mnot going to go over -- in sone of
your -- in parts of your rebuttal testinony you
conment ed, you are not opposed to someone's
position but you' ve al so advocated a different
position. By that do you nean you're staying
with -- I"'mnot going to go over each exanple
but you're staying with your reconmendati on as
the first choice, but you wouldn't roll over and
ki ck your feet and screama lot if the other
alternative were approved by the Conm ssion?

A. | think generally speaking | would find --

Q For exanple, this is an exanple: The stay
on whet her there should be a requirement that you
stay unbundl ed service for sone period of tine
and | think you said, |'mnot opposed to renoving
a requirenment that you have to stay unbundl ed
service for a period of tine. | think those were
your words, "I'mnot opposed.” | think Page 8,
line 175 through 177 of your rebuttal

A. | think generally nean if suppliers could

gets a better deal than what the Conpany's
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of fering, nore power to them but, generally
speaking | would -- either option would be --
either of the options -- when the would be
accept abl e.

Q Finally, the last question -- |I'mnot sure
what you're referring to on lines 276 through 278
where you state, If the Conpany believes that any
enhancenents will cause it to incur additiona
expendi tures, then | suggest that the Conpany
provi de evi dence of such expenditures init's
next filing. What next filing are you referring
to there?

A. | hate to say this, but | need to reread
nmy statenents there and | hope that they nake
sense at this late hour

Q kay.

A. Honestly, | don't know what | neant by
that reference. | guess the gist of ny paragraph
isthat it's a problematic issue. |If the
Conpany' s proposed and presumably justified or
attenpted to justify certain kinds costs if the

Conmi ssion orders certain other expenditures, the
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question becones how do they recovery those
expendi tures?

JUDGE ZABAN: Wenever that is, right?

THE WTNESS: And | think the gist of this is
per haps, the next rate case that's Staff's
general answer to everyt hing, every issue of the
sort, but | don't know the answer to the
questi on.

JUDGE SHOMI S: That's all.

MR REVETH S: |If we could have a nonent.

JUDGE SHOMIS: Al right.

REDI RECT EXAM NATI ON
BY
MR REVETH S:

Q Dr. Schlaf, M. Kelter asked you if you
consi dered the proposed prograns to be pil ot
progranms. Do you have that in mnd?

A, Yes.

Q Wuld you like to -- do you wish to
clarify your response in that regard?

A, Yes. Wen | responded to M. Kelter,

was thinking of the prograns applicable to
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residential custoners and those prograns are to
be offered for an initial termand there are
enrollment Iimts and as | stated earlier, they
seemto have the characterizes that one m ght
associate with a pilot program but there -- the
Conpany is also offering prograns for |arger
custoners and those are -- at least in ny
understandi ng permt prograns, they wouldn't be
consi dered to be pilot prograns.

JUDGE ZABAN: Is that it?

MR REVETH S: One nore.

BY MR REVETH S:

Q kay. Dr. Schlaf, Judge Showtis asked you
a question regarding what you meant by the next
filing that reference you made in your rebutta
testinmony. Wuld you like to provide sone
clarification to that response al so?

A Yes. If there are additiona
opportunities for filings in this proceeding, the
Conpany could -- and it is allowable the Conmpany
conceivably could offer cost justification for

new expendi tures that the Conmm ssion mght order
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in the proceeding, and if that doesn't happen to
be the case, the Conpany m ght have an
opportunity, if it wished, to amend its program
that's conceivably the case, or in a larger --
I"'msorry, in a rate case that m ght happen
soneti me down the road.

JUDGE SHOMI S:  While Staff Counsel was out of
the room M. Minson suggested pushing back the

br

efs slightly.
MR REVETH S: Are we off the record?
JUDGE SHOMIT S:  Yes.

(Di scussion off the record.)
JUDGE SHOMIS: There will be a change in the
briefing schedule. The initial briefs are now
due on Novenber 20th. The reply briefs are due
on Decenber 4th.

I amgoing to require that the parties
adhere to an outline and 1'lIl allow a | ot of
discretion within the outline but the briefs
shoul d consist of the follow ng:

The first section can be either

background or an overvi ew
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The second section of the brief should
address Rider SVT, the Conpanies proposals and
changes t hereto.

The third section of the brief should
address Ri der AGG

The fourth section of the brief should
address ternms and conditions of service and
t hi nk maybe the only thing that's proposed there
is that -- operational integrity provision I
think is the only change to the ternms and
conditions of service.

And then the last part of the brief
shoul d address the proposed changes to Rider 2,
Gas Charges.

MR. KELTER  That's Rider SVI?

JUDGE SHOMI S:  Right.

MR FEIN Single billing issues should be
addr essed?

JUDGE SHOMIS: Now, if there is something
that doesn't necessarily fit under any of those
categories, you can put it under other issues at

t he end.

336



10

11

12

13

14

15

16

17

18

19

20

21

22

MR REVETH S: Single billing was No. 6, then?

JUDGE ZABAN. No. W want it under SVT

JUDGE SHOMI S: Right.

MR FEIN It would be a sub

JUDGE SHOMIS: Right. | think everything can
fit inthere. |If there is sonme issue that
doesn't fall under changes to Rider SVT, Rider
AGG ternms of condition and service, and Rider 2,
gas charges, you can put it under other issues.

One thing I"d like to set is reasonable
limts on briefs. | think when we set them no
one's really had a problem adhering to that
except for one entity that used phony footnotes
to stay within the page limt.
So let's just go off the record.
(Di scussion off the record.)

JUDGE SHOMIS: The last instruction with
regard to the briefs is, there is a 75-page limt
on the initial briefs, a 50-page limt on the
reply briefs. There's one other thing | want to
repeat. The ALJs would like to receive an

el ectronic copy of the briefs in the Wrd format.
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It's easier for us to work with those briefs when
they are in Wrd format.

MR MUNSON: 9:00 o' clock on the due date?

JUDGE SHOMIS: On the sanme day that they're
due, yes. It's very hard to work with --

JUDGE ZABAN: Electronic filing on the due
date, hard copy to follow, but it's got to be
filed electronically with the erk's Ofice by
5:00 o' clock that day, because they close at
5:00, so you got to get it in before 5:00.

JUDGE SHOMI S: But we want it set to us in
Wrd, not PDF

MR MIUNSON: And just to you just to, hard
copi es?

JUDGE SHOMIS: We're off the record.

(Di scussion off the record.)

JUDGE SHOMI S:  Just to clarify, the ALJs
woul d want an el ectronic copy sent to us in Wrd
format with a hard copy to follow | think the
parties have agreed that they can just send
el ectronic copies to each other that can be in

PDF | don't think they have to be in Wrd to each
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other | don't --
MR REVETH S: PDF to the Cerk's Ofice?
(Di scussion off the record.)
JUDGE SHOMIS: At least with regard to the
initial briefs that the parties serve on each
other, they should be in Wrd format. The -- |
don't believe that the change in the briefing
schedule will cause the ALJs to change their
dates for their proposed order and I think it was
set at January -- it was set at January 9th at
the last -- at the prehearing conference, so
we'll try to get it out ahead of that date, but
no later than that date and then briefs on
exceptions will still be due two weeks after the
proposed order or if it's out earlier, tw weeks
after whenever it's out and one seven days for
any replies to exceptions.
W still intend to get -- proposed order
to the Comm ssion no |later than February 8th.
Is there anything el se that needs to be
di scussed? Then the record be marked heard and

t aken.
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HEARD AND TAKEN.
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